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SUMMARY OF SUBJECT MATTER
TO: Members of the Subcommittee on Railroads, Pipelines, and Hazardous Matetials
FROM: Subcommittee on Railroads, Pipelines, and Hazardous Materials Staff

SUBJECT: Hearing on “Implementation of the Pipeline Inspection, Protection, Enforcement
and Safety Act of 2006 and Reauthorization of the Pipeline Safety Program”

PURPOSE OF THE HEARING

The Subcommittee on Railroads, Pipelines, and Hazardous Materials is scheduled to meet on
Thursday, May 20, 2010, at 9:30 a.m., in room 2167 of the Rayburn House Office Building to
receive testimony on Implementation of the Pipeline Inspection, Protection, Enforcement and
Safety Act of 2006 and Reauthotization of the Pipeline Safety Program.

BACKGROUND

The Pipeline and Hazardous Materials Safety Administration (PHMSA) was created under
the Norman Y. Mineta Research and Special Programs Improvement Act of 2004 (P.L. 108-426).
Pror to enactment of the Act, the Department of Transportation’s (DOT) Research and Special
Programs Administration handled pipelines and hazardous materials safety. PHMSA is charged with
the safe and secure movement of almost one million daily shipments of hazardous materials by all
modes of transportation. The agency also oversees the safety of the nation’s 2.5 million miles’ of
gas and hazardous liquid pipelines, which account for the transportation of 64 percent of the energy
commodities consumed in the United States. PHMSA does not have jurdsdiction over offshore
production piping such as the dser pipe from an offshore well to a production platform on the
surface. The U.S. Coast Guard, the Department of Interiot’s Minetals Management Service, and the
U.S. Environmental Protection Agency regulate various aspects of offshore production facilities.

! These are 2,534,000 miles of pipelines under PHMSA’s jurisdiction, of which 2,036,800 are for distribution of natural
gas, 323,600 for transmission of natural gas, and 173,500 for hazardous materials including oil.
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PHMSA does have safety jursdiction over offshore transportation piping running across the Cuter
Conunental Shelf.

The first statute regulating pipeline safety was the Natural Gas Pipeline Safety Act of 1968
(P.L. 90-481), which Congress amended in 1976 (P.L. 94-477). Congtess added hazardous liquid
pipelines to the statute in the Pipeline Safety Act of 1979 (P.L. 96-129). Subsequent bills included
the Pipeline Safety Reauthodization Act of 1988 (P.L. 100-561), the Pipeline Safety Act of 1992 (P.L.
102-508), the Accountable Pipeline Safety and Partnership Act of 1996 (P.L. 104-304), the Pipeline
Safety Itnprovement Act of 2002(P.L. 107-355), the Norman Y. Mineta Research and Special
Programs Act, and the Pipeline Inspection, Protection, Enforcement and Safety Act of 2006 (P.L.
109-468).

The Acts provide for Federal safety regulation of facilities used in the transportation of
natural and other gases and also of hazardous liquids by pipeline. The regulatory framework
promotes pipeline safety through exclusive Fedetal authority for regulation of interstate pipelines
and faciliies. States may impose additional standards for intrastate pipelines and facilities as long as
they are compatible with the minimum Federal standards.

PHMSA’s pipeline safety functons include developing, issuing, and enforcing regulations for
the safe transportation of natural gas (including associated liquefied natural gas facilities) and
hazardous liquids by pipeline. Regulatory programs are focused on ensuring safety in the design,
construction, testing, operation, and maintenance of pipeline facilities, and in the citing,
construction, operation, and maintenance of liquefied natural gas facilities.

In support of these regulatory responsibilities, PHMSA administers grants to aid States in
conducting intrastate gas and hazardous liquid pipeline safety programs; monitors performance of
those State agencies participating in the programs; collects, compiles, and analyzes pipeline safety
and operating data; and conducts training programs through the Transportation Safety Institute for
government and industry personnel in the application of the pipeline safety regulations, PHMSA
also conducts a pipeline safety technology program with emphasis on applied research,

The pipeline safety program was strengthened and reauthorized through 2010 at the end of
the 109th Congress by the Pipeline Inspection Protection, Enforcement, and Safety Act of 2006
(PIPES Act).?

To address concerns that arose out of two BP oil spills on the North Slope of Alaska in
2006, the PIPES Act requited DOT to promulgate a rulemaking to ensure that all low-stress (ie.
low-pressure) hazardous liquid pipelines are subject to the same standards and regulations as all
other hazardous liquid pipelines.” The first BP spill occurred on March 2, 2006, when internal
cotrosion on a 34 inch low-stress pipeline, which at the time was unregulated by PHMSA because it
was a low-stress pipeline, caused a 5,000 batrel crude oil spill (212,252 gallons spilled) on the North
Slope. The oil spill was the worst in the history of oil development on Alaska’s North Slope, and
went undetected for five days before a BP cilfield worker detected the scent of hydrocarbons during
a drive through the area. It was latet learned by Federal investigatots that BP had ignored at least

2Id
3 With limited exceptions for pipelines regulated by the U.S. Coast Guard and certain short-length pipelines serving
refining, manufacturng, or truck, rail, or vessel terminal facilities.
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four alarms on its Supervisory Control and Data Acquisition (SCADA) system — a computer system
used for monitoring and controlling the pipeline — indicating there was a leak.

A second leak was discovered on August 6, 2006, while BP was inspecting the Eastern
Operating Area segment of the pipeline. Field inspection of the leak site revealed multiple holes ata
single location, contrbuting to an estimated spill of approximately 1,000 gallons of processed crude
oil.

The cause of the leaks was internal corrosion. Federal investigators found that BP had not
established a regular maintenance pigging (cleaning pig) or internal inspection (smart pigging)
program on the pipelines. In fact, BP had never run cleaning pigs on the Eastern Operating Area
pipelines since it took over operation of them in 2000. BP’s predecessor, ARCO Alaska, had last
cleaned and smart pigged the lines in 1992 and then suspended smart pigging of the Eastern
Operating Area pipeline when residues, waxes, and calcium carbonate deposits clogged the Trans
Alaska Pipeline strainers. Before the 2006 spill, an internal inspection of the Western Operating
Area pipeline, which BP has always opetated, was last performed in 1998 using a high-resolution
magnetic flux leakage tool. According to PHMSA at the time, these should have been indications to
BP that the lines needed significant cleaning and were at risk of rupturing. Once BP was forced to
clean the lines after the Alaska spills, the lines were so corroded that the pigs actually got stuck
during cleaning operations. In the end, PHMSA otdered BP to completely replace the lines.
Replacement was completed in December 2009.

On June 3, 2008, in response’to the Congtessional mandate, PHMSA published a Final Rule
regulating 803 miles of large diameter, low-stress pipelines. Although the BP Oil Transit Lines are
now regulated by PHMSA through the low-stress rule, more than 1,300 miles of low-stress
hazardous liquid pipelines across the United States remain unregulated (even though the PIPES Act
required that they be regulated).

Specifically, the PIPES Act required PHMSA to issue regulations, no later than December
31, 2007, that subject low-stress hazardous liquid pipelines to the same standards and regulations as
all other hazardous liquid pipelines. The law allowed PHMSA to implement the applicable standards
and regulations in phases, so PHMSA split the rulemaking into two phases. In the Final Rule issued
on June 3, 2008, PHMSA stated that it would come back in a second rulemaking and regulate all
other applicable low-stress pipelines. It has been more than three years since the PIPES Act was
signed into law and PHMSA has not issued a rule to deal with this second phase.

The PIPES Act also required PHMSA, in response to numerous National Transportation
Safety Board safety recommendations, to issue regulations requiring each operator of a gas or
hazardous liquid pipeline to develop, implement, and submit to the Secretary (for approval) a human
factors management plan designed to reduce risks associated with human factors, including fatigue,
in each control center for the pipeline. Each plan was to include 2 maximum limit on the hours of
service established by the operator for individuals employed as controllers in a control center for the
pipeline.

PHMSA issued a Final Rule on control room management in December 2009. The Final
Rule requires pipeline operatots to implement, by February 1, 2013, measures to prevent fatigue that
could influence a controller's ability to perform as needed. Operators are required to schedule their
shifts in a2 manner that allows each controller enough off-duty time to achieve eight hours of
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continuous sleep. Operators must train controllers and theit supervisors to recognize the effects of
fatgue and in faugue midgadon strategies. Each operator's procedures must aiso establish 2
maximum limit on the number of hours that a controller can work.

The rule also requites operators to provide formal training programs, including computer-
based or non-computet {e.g., tabletop) simulations to train controllers to recognize and deal with
abnormal events. The training must also provide controllers with a2 working knowledge of the
pipeline system, particularly as it may affect the progression of abnommal events, and their
communication responsibilities under the operator's emergency response plans.

In addition, the PIPES Act strengthened enforcement at DOT by increasing the number of
Federal pipeline safety inspectors from 90 to 100 in 2007, 111 in fiscal year (FY) 2008, 123 in FY
2009, and 135 in FY 2010 — a 50 percent increase in inspectors by 2010. President Obama
requested funding for 135 Full Time Equivalent Personnel in the FY 2010 budget request and
Congtess appropriated funding for all of the requested positions. However, even though PHMSA
added 18 positions in FY 2010, this brings to number of inspectors actually on-duty to about 94 —
41 inspectors short of the 135 required in the law.

PHMSA’s inspection program is adrninistered at both the Federal and State levels. Under
current law, PHMSA may allow States to conduct inspections of intrastate and interstate pipelines in
lieu of Federal inspection as long as the State has 2 PHMSA-certified pipeline safety program.
Today, 48 States plus Puetto Rico and Washington DC are certified to inspect intrastate natural gas
pipelines’; 17 States are certified to inspect intrastate hazardous liquid pipelines.® ¢ Additionally,
nine States are authorized to act as PHMSA’s agent to inspect interstate natural gas pipelines’; six
States ate authorized to conduct inspections for interstate hazardous liquid pipelines.®® Those that
are not under State oversight fall under Federal oversight through PHMSA; in 2009, PHMSA
conducted 884 inspections of pipeline facilities (about 480 pipeline operators are under PHMSA's
oversight).'

In addition to inspector increases, the PIPES Act strengthened PHMSA’s authority to order
pipeline operators to take cortective action to remedy a condition that poses a threat to public
safety, property, or the environment. It strengthened the Administration’s authority to help facilitate
the restoration of pipeline operations during manmade or natural disasters, and it required
implementation of a number of NTSB safety recommendations dealing with worker training,
SCADA computer systems, and the installation of excess flow valves.

4 Exceptions are Alaska and Hawail.

5 These are Alabama, Adzona, California (Fire Mazshal), Indiana, Kentucky, Louisiana, Margland, Minnesota,
Mississippi, New York, New Mexico, Oklahoma, Pennsylvania, Texas, Virginia, Washington, West Virginia.

6 Pipeline and Hazardous Materials Safety Administration, CY 2010 State Program Certification/Agreement Status,
Revised December 2009.

7 These are New York, Connecticut, West Virginia, Ohio, Michigan, Towa, Minnesota, Washington, and Ardzona,
fThese are New York, Virginia, Minnesota, Washington, California, and Arizona.

? Pipeline and Hazardous Materials Safety Administration, CY 2010 State Program Certification/Agreement Status,
Revised December 2009.

10 Pipelines and Hazardous Materals Safety Administration, powerpoint presentation entitled “The Pipeline Inspection
Program,” prepared upon request of House Transportation and Infrastructure Committee Majority Staff (March 2010).
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To increase accountability among pipeline operators and their senior executives, the law
requited the certification and signature of annual and semi-annual pipeline integrity management
program petformance repotts by a senor executive officer of the company operating the pipeline.
In addition, the PIPES Act increased transpatency by requiring monthly public summaries of all gas
and hazardous liquid pipeline enforcement actions taken by the DOT, and required the Secretary to
review incident reporting tequirements for operators of natural gas pipelines to ensure that the data
collected is accurate.

The PIPES Act also required operators of natural gas distribution pipelines to implement 2
pipeline integtity management program with the same or similar integrity management elements as
the hazardous liquid and natural gas transmission pipelines, which became effective on March 31,
2001, and February 14, 2004, respectively.

On February 1, 2000, in the wake of several pipeline ruptures in Bellingham, Washington;
Simpsonville, South Carolina; Reston, Virginia; and Edison, New Jersey, PHMSA issued a Final Rule
requiting pipeline operators to develop and implement an integrity management program that
enabled the operator to continually evaluate the entire range of threats to each pipeline segment’s
integtity by analyzing all available information about the pipeline segment and consequences of a
failure on 2 high consequence area. This includes analyzing information on the potential for damage
due to excavation; data gathered through the required integrity assessment; results of other
inspections, tests, surveillance and patrols required by the pipeline safety regulations, including
corrosion control monitoting and cathodic protection surveys; and information about how a failure
could affect the high consequence area.

The Final Rule required an operator to take prompt action to address the integrity issues
raised by the assessment and analysis. This means an operator must evaluate all defects and repair
those could teduce a pipeline’s integrity. An operator must develop a schedule that prioritizes the
defects for evaluation and repair, including time frames for promptly reviewing and analyzing the
integrity assessment results and completing the repairs. An operator must also provide additional
protection for these pipeline segments through other remedial actions, and preventive and mitigative
measures.

The Final Rule became effective March 31, 2001. All baseline assessments for operators
with mote than 500 miles of pipeline wete to be completed by March 31, 2008; all others were to be
completed by February 15, 2002. According to PHMSA, the program revealed thousands of
hazardous liquid pipeline defects as a result of the baseline assessments. More than 3,800 serious
hazardous liquid pipeline defects had to be repaired immediately; another 14,000 hazardous liquid
defects had to be repaited within a 60- to 180-day time period."" The industry repaired an additional
32,000 defects identified through the program.™

With respect to natural gas transmission pipelines, the Pipeline Safety Improvement Act of
2002 required DOT to issue a rulemaking to require natural gas transmission pipeline operators to
also develop integtity management programs. The Final Rule became effective Februaty 14, 2004.
Operators are tequired to complete 2 baseline assessment of 50 percent of its covered segments,
beginning with the highest sk segments, by December 17, 2007 and 100 percent of its covered

i1
2y
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segments by December 17, 2012. Thus far, according to PHMSA, mote than 900 serious pipeline
defects identfied through the baseline assessments wete in need of immediate repair and almost
2,000 additional repairs are scheduled.”

In response to the 2006 congressional mandate, PHMSA issued a Final Rule establishing
integrity management requirements for gas distribution pipeline systems on December 4, 2009. The
rule also requires operators to install excess flow valves on new and replaced residential service lines,
subject to feasibility critetia outlined in the rule. The effective date of the rule is Februaty 12, 2010,
Operators are given until August 2, 2011 to write and imnplement their program.

In addition to integrity management, the PIPES Act provided PHMSA with new Federal
civil authotity to enforce one-call laws against excavatots and pipeline owners and operatots in states
that do not have adequate enforcement. The PIPES Act also provides guidance to States on the
elements for an effective damage prevention program, and establishes 2 grant program to incentivize
States to adopt and implement a comprehensive program that meets the guidance. One-call laws
require homeowners and excavators to call before they conduct digging operations. Each year, there
are more than 200,000 incidences of unintentional damage to underground udlity infrastructure.
There has been criticism of States issuing exemptions to one-call laws, which some witnesses will
discuss at the heating.

On the security side, the PIPES Act required the Inspector General of the Department of
Transportation (DOT IG) to conduct an assessment of the actions taken to implement the annex to
the memorandum of understanding between the DOT and the Department of Homeland Security
(DHS) relating to pipeline secutity.

On May 21, 2008, the DOT IG teleased the tesults of the assessment, entitled “Actions
Needed to Enhance Pipeline Secutity,” which found that the PHMSA and Transportation Security
Administration (TSA) have taken initial steps toward formulating an action plan to implement the
provisions of the annex; however, further actions are needed as the current situation is far from an
“end state” for enhancing the security of the Nation’s pipeline system.

The DOT IG recommended that PHMSA collaborate with TSA to complete the following
actions: (1) finalize the action plan for implementing the annex provisions and program elements
and effectively execute the action plan; (2) amend the annex to clearly delineate the roles and
responsibilities of PHMSA and TSA in overseeing and enforcing security regulations for liquid
natural gas operators; and (3) maximize the strategy used to assess pipeline opetators’ security plans
and guidance to ensure effective and timely execution of congtessional mandates in the
Implementing Recommendations of the 9/11 Commission Act of 2007 (P.L. 110-53).

A chart detailing the status of all the directives included in the PIPES Act is attached to this
memorandum.
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EXPECTED WITNESSES

Mtr. Andrew Black
President
Association of Oil Pipe Lines

M:. Rocco D'Alessandro
Executive Vice President, Nicor Gas (Illinois)
On behalf of
American Gas Association

Mr. Dan East
District Manager, Reynolds Inc. (Albuquerque, NM)
On behalf of
The National Udlity Contractors Association

Mzt. Paul J. Metto
Gas Safety Supervisor, Pennsylvania Public Utility Commission
On behalf of
The National Association of Pipeline Safety Representatives

The Honotable Cynthia Quarterman
Administrator
Pipeline and Hazardous Materials Safety Administration

Mzt. Gary L. Sypolt
Chief Executive Officer, Dominion Energy Richmond, VA)
On behalf of
The Interstate Natural Gas Association of America

Mz, Carl Weimer
Fxecutive Director
Pipeline Safety Trust
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HEARING ON IMPLEMENTATION OF THE
PIPELINE INSPECTION, PROTECTION, EN-
FORCEMENT AND SAFETY ACT OF 2006 AND
REAUTHORIZATION OF THE PIPELINE SAFE-
TY PROGRAM

Thursday, May 20, 2010

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON RAILROADS, PIPELINES, AND
HAZARDOUS MATERIALS,
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE,
Washington, DC.

The Subcommittee met, pursuant to call, at 9:30 a.m., in room
2167, Rayburn House Office Building, Hon. Corrine Brown [Chair-
man of the Subcommittee] presiding.

Ms. BROWN OF FLORIDA. Good morning.

Will the Subcommittee on Railroads, Pipelines, and Hazardous
Materials come to order.

The Subcommittee is meeting today to hear testimony on the Im-
plementation of the Pipeline Inspection, Protection, Enforcement
and Safety Act of 2006, and Reauthorization of the Pipeline Safety
Program.

We planned this hearing long before the Deepwater Horizon oil
disaster. In fact, we planned this months ago, but it offers a perfect
opportunity to examine the progress the Department of Transpor-
tation has made in implementing the PIPES Act as well as the
safety performance of gas and hazardous liquid pipeline operators.
Pipeline accidents are rare, but as we are seeing from the oil spill
in the Gulf, they can be totally devastating to the economy and to
the environment. The National Pipeline Safety Program was
strengthened and reauthorized through 2010 through the Pipeline
Inspection, Protection, Enforcement, and Safety Act of 2006.

The act requires DOT and certain pipeline operators to develop
and implement an integrity management program for distributing
pipelines, installing excess-flow valves and ensuring that all low-
stress pipelines are subject to the same standards and regulations
and other hazardous liquid pipelines. It strengthened DOT’s au-
thority to ensure corrective action from pipeline operators and to
help restore pipeline operators during disasters.

The legislation also increased inspectors by 50 percent and re-
ported improvement in the program but one that the DOT is still
struggling to meet. I don’t know why. I just had a job fair. I had
12,000 people there, so we have lots of people who want jobs.
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What is so disturbing to me is that a main mandate in the legis-
lation regarding low-stress pipelines was included to address con-
cerns that arose out of two BP oil spills on the North Slope of Alas-
ka in 2006. This is the same company responsible for the Deep-
water Horizon spill we are dealing with today. The same company
that was responsible for the explosion in Texas that killed 15 oil
workers and injured 170 others and was fined by the Occupational
Safety and Health Administration as having organizational and
safety deficiencies in all levels of the corporation. As a result, BP
received the largest fine in OSHA’s history—$87 million.

This is also the same company that was found guilty of one of
the felony counts for illegal disposal of hazardous waste in 1999
and that as recently as May 5 was fined by the State of Wash-
ington for 13 serious safety violations. DOT also found, just prior
to enactment of the PIPES Act of 2006, that BP had failed to prop-
erly maintain and inspect their pipelines in Alaska’s North Slope.
Eventually, BP was forced to replace those lines because of so
much corrosion.

This behavior is unacceptable. Let me repeat, this behavior is un-
acceptable. We need to change the mindset of corporate boardrooms
andf_ ensure that all pipeline operators are putting safety before
profit.

I want to also know what DOT is doing to ensure that the second
phase of rulemaking for low-stress pipelines is fully implemented
as Congress intended in the 2006 Act.

Finally, we as a Committee need to hear what is working and
what isn’t working as DOT continues to implement this legislation.

With that, I want the welcome today’s panelists and thank them
for joining us. I am looking forward to their testimony.

Before I yield to Mr. Shuster, I ask that Members be given 14
days to revise and extend their remarks and to permit the submis-
sion of additional statements and material by Members and wit-
nesses.

Without objection, so ordered.

I yield to Mr. Shuster for his opening statement.

Mr. SHUSTER. Thank you, Chairwoman Brown, for holding the
hearing, and thank you for yielding to me.

Welcome, Administrator Quarterman. Thank you for being here.

In our last hearing on pipeline safety, which was held in June
of 2008 we highlighted DOT’s failure to meet key deadlines that
were set in the Pipeline Safety Reauthorization bill passed by Con-
gress in 2006. Today, we will revisit DOT’s progress in imple-
menting key provisions in the 2006 bills, and we will hear from in-
dustry groups and pipeline safety advocates on their thoughts for
reauthorizing the pipeline safety programs.

The Pipeline Inspection, Protection, Enforcement and Safety Act
of 2006 expires on September 30 of this year. That leaves us only
4 months to move a pipeline safety reauthorization bill through the
House and the Senate. Today’s hearing will serve as a jumping-off
point for us to begin the reauthorization process.

I am happy to say that, after a slow start, DOT is well on its
way to fully implementing the 2006 pipeline safety bill. The De-
partment has recently completed a key rulemaking that addresses
fatigue in pipelines, control rooms and the Secretary’s prescribed
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minimum standards for pipeline Integrity Management Programs,
and issued guidance on the installation of excess-flow valves.

Overall, most people in the pipeline community feel that we are
moving in the right direction on pipeline safety. The 2006 bill made
some significant changes as to how the Department of Transpor-
tation oversees the pipeline industry and to how pipeline compa-
nies operate their facilities.

I expect that the next pipeline safety reauthorization bill will
build on the successes of the 2006 bill. Many of the provisions from
the bill were only implemented in the last year or two, so it does
not make sense to rewrite those provisions until we have had a
chance to evaluate their effectiveness. We should address the parts
of the law that we know to be flawed, but for the most part I expect
we will continue down the path the 2006 bill put us on.

Again, I want to thank the Chairwoman for holding the hearing
today, and I look forward to hearing our witnesses today.

I yield back.

Ms. BROWN OF FLORIDA. I want to welcome Ms. Quarterman,
who is the Administrator for the Pipeline and Hazardous Materials
Safety Administration.

Ms. Quarterman, just to remind you, your oral statement must
be limited to 5 minutes. We have a Joint Session of Congress start-
ing at 11 o’clock, so we want to allow enough time for Members to
make their opening statements and for the second panel of wit-
nesses to testify, but your entire written statement will appear in
the record, so please proceed, and Members will get an opportunity
when they ask their questions to give their opening statements, if
that is OK.

All right, Ms. Quarterman.

TESTIMONY OF THE HON. CYNTHIA QUARTERMAN, ADMINIS-
TRATOR, PIPELINE AND HAZARDOUS MATERIALS SAFETY
ADMINISTRATION

Ms. QUARTERMAN. Thank you. Good morning.

Chairwoman Brown, Ranking Member Shuster, Members of the
Subcommittee, thank you for the opportunity to appear today. Your
interest in pipeline safety is very much appreciated.

Like Secretary LaHood, safety is my top priority at the Pipeline
and Hazardous Materials Safety Administration. The lessons
learned from past tragedies have significantly influenced the safety
policies underlying the laws and regulations related to pipeline
safety.

Thanks to Congress and especially this Subcommittee, the De-
partment has made tremendous strides in improving its pipeline
safety program. I am pleased to update you on PHMSA’s progress
in implementing the mandates from the PIPES Act of 2006 and its
role in maintaining a safe and reliable pipeline transportation net-
work.

Thanks to your help, PHMSA has developed a forward-leading
Pipeline Safety Program. A reauthorized program in 2010 promises
to build on that progress. PHMSA has worked aggressively to re-
spond to congressional interests and implement the PIPES Act. It
has made significant progress in implementing its statutory re-
quirements to build safer communities. PHMSA has been working
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with many governmental partners to promote safety, such as the
National Transportation Safety Board, the Department’s Office of
Inspector General, and the Government Accountability Office, im-
plementing strategic approaches to address their safety rec-
ommendations.

Since its last reauthorization, PHMSA has gone from a high of
16 open NTSB recommendations to today’s low of nine open rec-
ommendations, having closed seven since the beginning of this
year. Of the nine remaining open recommendations, none are clas-
sified as unacceptable. Several recommendations should close be-
fore the year’s end. There are no outstanding IG recommendations
for the pipeline program, and the two outstanding GAO rec-
ommendations should also be closed later this year. PHMSA has
made great progress in strengthening its industry oversight pro-
gram and increasing the transparency of its enforcement processes.

PHMSA’s pipeline staff has been growing and continues to grow.
By the end of fiscal year 2010, we expect to have 206 Federal pipe-
line safety personnel on hand, an increase of 65 over 2006. PHMSA
has instituted a new, more aggressive recruitment strategy to
promptly seal vacant inspection and enforcement positions, with in-
centives that will assist us in overcoming obstacles in obtaining the
most qualified candidates possessing specialized skills.

PHMSA has taken advantage of higher penalty authority by im-
posing and collecting larger penalties where appropriate. PHMSA
has set records in its enforcement program, processing $19 million
in civil penalties since 2006, on average $183,000 per proposed civil
penalty, compared with $57,000 before 2006.

PHMSA has added integrity management requirements to nat-
ural gas distribution networks, similar to those required of gas
transmission pipelines, to address pipelines where safety risk most
impacts citizens.

PHMSA has also worked to improve the internal operation of
pipeline companies’ control rooms. Operators are now required to
establish human factors, management plans and implement new
requirements on graphic displays, alarm systems and controller
training. These actions remove the pipeline program’s control room
standards from the NTSB’s top 10 list and replaces it with NTSB
praise. PHMSA has modified its Web site and databases to provide
on-the-spot information to its stakeholders.

PHMSA has established valuable State partnerships on over-
sight, emergency response and damage prevention. Funding to
State pipeline safety programs has increased. In 2010, PHMSA will
cover 54 percent of State pipeline safety programs’ cost, totaling
$40.5 million, compared with 45 percent coverage in 2006. We
project a further increase to 65 percent in 2011.

PHMSA and its partners have done a good job helping reduce the
number of pipeline incidents related to excavation damages over
the past few years. Since 2006, excavation damage has decreased
fr(()im 37.5 percent as the cause of serious incidents to 12.7 percent
today.

All of these accomplishments the agency is proud of. We are look-
ing forward to working with Congress to address these issues and
to reauthorize the pipeline safety program.

Thank you.
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Ms. BROWN OF FLORIDA. Let me just say that, if we don’t finish
the questions and your statements in the hour and a half that we
have, we will come back after the 11:00 to 12:00 that we have to
officially break for the Joint Session.

Let me just begin by saying that, in 2007, the Bush administra-
tion submitted a proposal to Congress to eliminate a requirement
included in the Pipeline Safety Act of 2002 for gas transmission op-
erators to reinspect their pipelines every 7 years. It seems that the
Obama administration agrees with that.

Given the devastation that has occurred, what is the administra-
tion’s position on the elimination of the 7-year inspection?

Ms. QUARTERMAN. The current standard, Lady Chairman, is 7
years, and that is the period that the Obama administration has
been enforcing and plans to continue to enforce. At this point in
time, we do not have a position on whether that period should be
changed.

I recognize in our testimony there is an indication referring to
the report. That was something that has not been reviewed in any
detail at this point. If someone were to propose in legislation a
change in the period, we would take a position at that time. At this
point, we have no position on that.

Ms. BROWN OF FLORIDA. Change it from the 7-year——

Ms. QUARTERMAN. Correct.

Ms. BROWN OF FLORIDA. —to maybe increasing it to 5 years? 1
mean it goes both ways.

Ms. QUARTERMAN. Right. My staff has said that there might be
reason to shorten the time period for some companies, and my take
on that is the 7-year is a maximum, not a minimum, so we are
fully able to do that within the existing law.

Ms. BROWN OF FLORIDA. So you have the authority to do that——

Ms. QUARTERMAN. Uh-huh.

Ms. BROWN OF FLORIDA. —if you had someone who was con-
stantly violating the intent?

Ms. QUARTERMAN. Right. If their Integrity Management Program
required a shorter period because of the integrity of their pipeline,
they certainly could do it more frequently.

Ms. BROWN OF FLORIDA. Mr. Shuster.

Mr. SHUSTER. Thank you.

My question deals with the number of inspectors. There is au-
thorized to have 135. You have less than 100, I believe. Why are
there so many vacancies? Can we do with 100 and not go to the
135 number and save some money if we can still do it effectively
and efficiently?

Ms. QUARTERMAN. At present, there are 104 inspectors on board,
and we recognize there has been a problem filling vacancies within
the pipeline program.

One of the things the Deputy Secretary said to me, upon accept-
ing this position, was the fact that those vacancies were there and
we needed to ensure that they were filled as quickly as possible.
As a result of that, I have been having monthly meetings with the
staff on both the pipeline and the HAZMAT sides of the agency to
bird-dog what is happening with the openings, and we are seeing
many people come in, and we have a plan going forward. It is part
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of the executive management performance measures that they fill
those vacancies before the end of the year.

Mr. SHUSTER. With 104, are we hitting our goal of doing the in-
spections that are necessary? I guess my question is: Do we need
135? I mean a lot of times you try to figure out in an operation 135
seems like the right number. Then, lo and behold, you find out, ah,
we don’t need that many. That is my question.

Ms. QUARTERMAN. I believe that we do need—I think the number
may be 136.

Mr. SHUSTER. It is 135. OK.

Ms. BROWN OF FLORIDA. It is 135, but keeping in mind, if you
don’t mind me interjecting, they only inspect 15 percent of the
lines. Given the problems that we have, maybe they need to be
doing more.

Do you all have the authority to inspect additional segments?

Ms. QUARTERMAN. We certainly have the authority to inspect the
pipelines that are subject to our jurisdiction, yes.

Mr. SHUSTER. Recently, you issued a final rule on control room
management. Do you feel that that rulemaking will adequately ad-
dress the issue of fatigue in the pipeline control rooms?

Ms. QUARTERMAN. Well, we certainly hope that it does.

The issue of fatigue is a difficult one and one which not just
PHMSA but many organizations within the Department of Trans-
portation are dealing with, and we are sitting on a number of inter-
nal panels to address those issues.

The current rulemaking requires a company to set a maximum
hour of service, which we think is appropriate, and it also impor-
tantly requires that a company allow for 8 hours of sleep by a per-
son who is working there, but it allows each company to tailor its
particular operations with respect to that. It is something, when we
visited with the NTSB, they were very—they thought it was for-
ward-looking and forward-thinking. They were very positive about
that approach. I think the devil is in the details, as it is with any-
thing, and we have the opportunity to inspect companies and see
exactly what they do with that requirement, and we will be looking
at it closely.

Mr. SHUSTER. It is my understanding that a lot of these control
room operators are working 12-hour shifts, 3 days on, 4 days off.
They have put in treadmills and machines in there, you know, to
allow them to get a little blood flow going, and there are quiet
rooms so they can take naps if they need to. So it seems to me they
are doing a lot of the right things, and from what we are hearing
from the workers, they like the 3 days on/12 hours. That seems to
be, you know—make a happy workforce, which a happy workforce
seems to do a better job. So, anyway, I just wanted to point that
out.

The other question I had was—I know now it is 7 years we are
testing pipelines, and I know, in speaking to some folks in the in-
dustry, there was some thought to go to a risk-based testing pro-
gram in high-population areas, in sensitive environmental
areas,you know, how old the pipeline is and what is flowing
through it; instead of doing 7 years, go to a risk-based system
where some places are going to be tested even more frequently
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than 7 years and some maybe less when there is not considered to
be high risk.

What are your thoughts on that?

Ms. QUARTERMAN. Well, I understand that is the position of the
prior administration, that they did file a report with this Com-
mittee, along with, I think, similar recommendations from the
GAO, suggesting that a risk-based system should be adopted. It is
not something that I have had an opportunity to review at this
point.

Mr. SHUSTER. OK. Well, I hope you take a look because that is
something that, I think, we really ought to—it is one of the sophis-
ticated tools we have today to determine risk, to determine, you
know, the various criteria to testing. I hope it is something we will
consider because I think it would be—again, 7 years seems like an
arbitrary number when you have higher risk areas that may need
it more frequently.

Finally, how successful do you believe the 811 “Call Before You
Dig” campaign has been? Do you have any numbers on that?

Ms. QUARTERMAN. I am sorry?

Mr. SHUSTER. The 811 “Call Before You Dig,” was that a success?

Ms. QUARTERMAN. Oh, it is absolutely a success.

In my opening statement, I mentioned the drastic decrease in the
number of incidents of excavation damage associated with serious
incidents, and it is really something that PHMSA developed and
has been working with all stakeholders to move forward, and it is
absolutely a 100 percent success. Hopefully, we can find other ini-
tiatives like that to go forward with.

Mr. SHUSTER. That is great to hear. I am living proof. I called
811 before I did digging in my yard, and no utilities were damaged,
no telephone lines. So if I can do it, anybody can do it.

Thank you very much for being here. I appreciate your testi-
mony.

I yield back.

Ms. BROWN OF FLORIDA. Mr. Teague.

Mr. TEAGUE. Thank you, Madam Chairwoman, for hosting this
meeting this morning and for allowing me to be here.

Also, thanks to all of the witnesses for showing up today and for
taking the time to visit with us and to give us the information that
we want.

As everyone knows, pipelines are critical to delivering energy to
people all across the United States, whether it is natural gas or
gasoline or whatever the commodity may be, and without the pipe-
line system that we have, operating the way it does, we wouldn’t
be able to enjoy the quality of life that we enjoy.

As we are going to have an increase in the usage of natural gas,
hopefully for fuel and things, then the pipelines are going to play
a much bigger role and become much more important in getting the
natural gas to the sites that we need; but at the same time, you
know, we need to be sure that safety is first and foremost in every-
thing that we do, and I think that this hearing today is critical to
provide the effective oversight for pipeline safety regulation that
we need to do.

The 2006 reauthorization was a comprehensive bill that actually
resulted in the development of a lot of new safety regulations. Most
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of those have been implemented or are in the process of being im-
plemented, I guess, now, and I hope that where these safety regu-
lations are working that we allow time for them to continue to
work for us to see how they are working before we change them.

I did have a couple of questions, and one of them is about the
Integrity Management Program. You know, I know that the cur-
rent program mandates 7 years, and I think, in 2006, when they
came up with that number, it was an arbitrary number because the
House recommended 5 and the Senate 10.

But do you think that—should it be on a set time frame or, with
the things like the intelligent PIGs that we have now to run
through the pipelines, should we just use that information rather
than have a time frame and take into consideration population
density and things like that?

Ms. QUARTERMAN. Well, a few years ago, the administration sub-
mitted a report, suggesting, along with the GAO, that a risk-based
system should be put in place. At this point in time, I have not had
the opportunity to review in any detail what is in that report, and
the administration, therefore, has no position on whether it should
be 7 years or risk-based. I will take an opportunity to do that if
it is something that the Committee would like us to do.

It seems to me that now may be a better time than earlier to do
a more thorough review since we are beyond sort of the first series
of tests to see what the results have been and what the current in-
tegrity is of the gas pipeline system, but it is not something that
I am prepared to commit to one way or the other here today.

Mr. TEAGUE. OK. I appreciate that answer, but I would like for
you to—you know, while we are giving the system that we are op-
erating in now an opportunity to work, if we could check, you
know, about the data that they are able to compile rather than in-
telligent PIGs through the line and everything, and maybe if we
did go to a risk-based, if we are able to truly constantly access the
risk-based, then I think that, you know, it would be better because
we are going to have more lines as we go toward making natural
gas a transportation.

Are there a lot of discrepancies as you go across the country, a
patchwork type of regulation from State to State, or have most of
the States come in line with Federal regulations?

Ms. QUARTERMAN. Well, all of the States are required to adopt
the baseline regulations from the Federal Government with respect
to pipeline safety. There are differences in some issues from State
to State. For example, with respect to damage prevention issues,
not all States have adopted full bore enforcement requirements as
we might like, but we are working with them to assist them to do
that.

Mr. TEAGUE. OK, because I do think that that is important. You
know, it is kind of like pumping your PIG down the line and dif-
ferent sizes of lines all along the place. It creates a lot of problems,
and if we have different regulations as we go from State to State,
that creates a lot of problems. At the same time, I understand
States have the right to protect their citizens in the way that they
deem best, but do you see particular economic challenges coming
to the gas utilities?

Ms. QUARTERMAN. I'm sorry. What was that?
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Mr. TEAGUE. Do you see any particular economic challenges com-
ing to the gas utilities as they implement these additional lines and
things so that we can have the natural gas available at fuel stops?

Ms. QUARTERMAN. Well, we are working closely with members of
industry and the natural gas industry in terms of adopting some
of these new requirements; for example, the distribution integrity
management plan as well as the new control room requirements,
to assist them in ensuring that they are able to adopt these re-
quirements without a huge economic impact.

Probably the biggest impact on natural gas economy at this point
is the increase in the Marcellus and other shale plays throughout
the country where we are seeing much more gas coming into the
natural gas system than was previously expected.

Mr. TEAGUE. You know, another question that I have—and I
think it might be better to get it from the industry—but you know,
I think a lot of people don’t realize how many pipelines we have,
because they are hidden and we don’t have to look at them like we
do other things, but you know, if we could have some information
for our Committee and for the public in general about, you know,
how much it costs to transport a barrel of oil in a truck, on a train
or down a pipeline, say, from Houston to Chicago or something like
that, if we had an apple-to-apple comparison about, you know, the
benefits of the pipeline versus the railroad or the highways, I think
that would be pretty beneficial, not just to our Committee but for
the general population as well.

Ms. QUARTERMAN. Well, I am sure the industry can supply you
with financial information. I can tell you that the pipeline is far
cheaper.

Mr. TEAGUE. Hopefully, some of them sitting behind you picked
up on that, and we are going to have the information pretty soon.
Thank you for your testimony today.

Madam Chairwoman, thank you.

Ms. BROWN OF FLORIDA. Thank you.

Mr. Cao.

Mr. Cao. Thank you very much, Madam Chair.

I have a question concerning the pipelines along the coasts. As
you know, many of the pipelines that run from some of the offshore
rigs to some of the refineries in Louisiana run through the delicate
marshes and the wetlands.

I just want to know what procedures have you implemented since
the oil spill in the Gulf to better monitor. What procedures have
you implemented in order to more expediently address any kind of
leaks that would come out from these pipelines to prevent disasters
from happening?

What I have seen so far with our response to the oil spill in the
Gulf and how the devastation has impacted the people of New Or-
leans and the Second District, it seems to me that we as the Fed-
eral Government seem to have a position where we are saying our
role is not involved in trying to fix the leak, in trying to address
the spill, that it is the private sector’s duty, and therefore, we mini-
mally get involved. I am not sure whether or not that is a position
that we should be taking. So my question to you is:

What procedures have you implemented? What problem areas do
you see that you need to address with respect to the pipelines that
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run ?through the marshes and the wetlands to prevent future disas-
ters?

Ms. QUARTERMAN. Well, let me begin by saying that the incident
in the Gulf is an absolute tragedy, and my heart goes out to the
families of those people who have lost their lives there and to those
whose livelihoods continue to be affected. As to pipeline safety in
the Gulf of Mexico, PHMSA is responsible for those pipelines that
are considered transportation pipelines coming off of the Gulf of
Mexico.

The difference between a pipeline and a drilling facility is very
large. A pipeline, a lot like a garden hose, can be shut off and on.
It has valves throughout it that can stop any oil problem

Mr. Cao. That is what we are saying with the blowout preventer.
There are mechanisms to shut off the valves. There are methods
to shut the oil flow, and as we saw in this incident, everything has
failed. So do you have a plan of action for a worst case scenario
in which all of those safety mechanisms that you have along the
pipelines fail?

Ms. QUARTERMAN. We obviously do many drills for oil spill con-
tainment, but again, a pipeline has a limited quantity of oil within
it. It is not a reservoir full of oil. It has a limited—there is a known
quantity of oil within it, and there are valves throughout it. If one
fails, the next one can close, so at some point it can be shut off
completely; but, yes, we do have plans in place to address a spill.

Mr. Ca0. And do you have plans in place to address expedient
cleanup of a spill?

Ms. QUARTERMAN. Yes.

Mr. Cao. OK. Those are all the questions that I have. Thank you
very much.

Ms. BROWN OF FLORIDA. Thank you.

Maybe I can help clarify a little of his question because, basi-
cally, it was not your agency’s responsibility at that very moment.
It would have been if the pipeline was finished and the oil was
Eeling transported back to shore, it would have been our responsi-

ility.

Ms. QUARTERMAN. Correct.

Ms. BROWN OF FLORIDA. But at the point it is right now, what
agency’s responsibility was it to make sure that the problems that
incurred did not happen?

Ms. QUARTERMAN. The Department of Interior is responsible for
the oversight of offshore oil and gas production and development.

Ms. BROWN OF FLORIDA. OK.

Ms. QUARTERMAN. Exploration as well, which was this instance.

Ms. BROWN OF FLORIDA. Who had the responsibility for ensuring
that the safety mechanism—it was not the Coast Guard. Was it
just——

Ms. QUARTERMAN. For the oversight, it is the Department of In-
terior. For the cleanup, it is the Coast Guard. The actual responsi-
bility to ensure that safety mechanisms were in place rests with
the operator.

Ms. BROWN OF FLORIDA. Well, I am going to Mr. Walz, but what
we need to do is to—as we look at this issue—and no one at this
point is trying to blame anyone but to make sure we have a handle
over how we can work better together to ensure that this problem
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does not happen that would devastate Florida and the entire East
Coast.

Mr. Walz.

Mr. WaLz. Thank you, Madam Chair and Ranking Member, and
thank you, Ms. Quarterman, for being here today.

Nothing we talk about today can be outside of that frame of
Deepwater Horizon—that is obvious—of looking at where respon-
sibilities lie. Yesterday, a very interesting point was brought up—
I think we all knew it—but to hear it and watch it yesterday, as
Mr. McKay was sitting down there, this idea of industry self-certifi-
cation and MMS’s procedure on that to listen to the folks say, We
carried out all inspections under the watchful eye of BP, there was
silence in here. That is not demonizing, but the fact of the matter
is: Where was our watchful eye?

I would like you to explain to me, if you could, what is PHMSA’s
integrity management process? How do you know this is getting
done, and how do you know it is happening? It is one thing to have
it on paper, but I don’t really care what is on paper. I care that
that pipeline is safe. How do we know for certain that the paper
is matching up with the reality of the inspections?

Ms. QUARTERMAN. Absolutely, and I agree with you 100 percent.

Let me say first that the first responsibility is on the operator.
They have to be responsible and take ownership for the pipeline
safety. It is the responsibility of PHMSA to ensure that they take
that requirement seriously. We have more than 100 inspectors who
go out and review the integrity management plan that they have
put in place and ensure that they have been, for example, filling
places in the line where they should be, because there have been
holidays in the line, that they are going and doing that.

We, of course, look at the Integrity Management Program itself,
but we have maybe six or seven different kinds of inspections that
we do. If a pipeline is being constructed, we go out during the con-
strﬁction phase and ensure that the construction is being handled
well.

Mr. WALZ. So there is physically someone on the ground? It is
not just somebody checking to see if the box has been checked.
There is somebody to see if the pipeline has been installed cor-
rectly?

Ms. QUARTERMAN. Yes, there is.

Mr. WALzZ. How many violations have you found with your in-
spectors? During the integrity management process, how many vio-
lations have there been or reprimands?

Ms. QUARTERMAN. I would have to go and provide that for you
in the record. I don’t know the answer to that question. There have
been many.

Mr. WALz. OK. Then is there follow-up on that——

Ms. QUARTERMAN. Absolutely.

Mr. WALZ. —to correct them?

Ms. QUARTERMAN. Absolutely.

Mr. WALZ. Then we would know the numbers of how long it
takes to correct them and whether they have been corrected and
brought up to standard?

Ms. QUARTERMAN. Absolutely.

Mr. WALZ. So you're comfortable that the process is working?
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Ms. QUARTERMAN. I believe it is.

Mr. WALZ. How many miles do we inspect of the total miles?

Ms. QUARTERMAN. There are about 2 million-plus miles of pipe-
line in the United States. Much of that is inspected by our State
partners. Our State partners inspect the intrastate lines and many
of the gathering lines within their States. PHMSA’s oversight, or
inspection, miles are a fraction of those.

Mr. WALZ. Do you know if these State partners are feeling any
pinch from State budgeting as we see 49 of 50 States experiencing
pretty serious troubles? Are they being cut or impacted by that?

Ms. QUARTERMAN. They are absolutely feeling the pain.

Under the Pipeline Safety Act, we do have a series of grants that
we can use to help the States fulfill their pipeline safety require-
ments. Very recently, we suspended a requirement in that law so
that, at least for 2009, they would be able to get more money from
the grants that are available, but we are watching that very closely
and trying to give them as much money as we can. Right now, we
are funding more than 50 percent of the State pipeline programs
through the grants.

Mr. WALZ. So, if this gets worse and the States go and we are
not able to authorize on this site, there will be a gap then in in-
spection on this? That potential lies there?

Ms. QUARTERMAN. There is a potential that State programs could
be cut, and we could not fund enough to fill in the gap. Ultimately,
if the State programs are not able to do what they should, we are
here to backstop them.

Mr. WaLZz. Do you have a contingency plan to do that?

Ms. QUARTERMAN. Well, when States step out from the program,
we do. We step in.

Mr. WaLz. OK, because my State alone is facing $9 billion next
year, and I don’t know where they are going to find that.

So, with that, I yield back, and I thank you again for being here.

Ms. QUARTERMAN. Thank you.

Ms. BROWN OF FLORIDA. Would you put up the picture of Florida
as I call on Mr. Buchanan from Florida? That is Mr. Buchanan’s
great State there.

Mr. BUCHANAN. Thank you, Madam Chair.

Ms. Quarterman, in terms of PHMSA’s responsibility regarding
construction on new pipelines, what is your exact role? Are you in-
volved from the beginning to the end or can you give me some
sense of that?

Ms. QUARTERMAN. We are responsible for the oversight of con-
struction, making sure that the materials are in line with the re-
quirements in our act, making sure—I mean we don’t determine
the siting of a particular pipeline. We are there only with relation
to the construction of the pipeline and the oversight of that.

Mr. BUCHANAN. In terms of your work with the FERC on the
construction of a new pipeline, how do you coordinate? What is
your working relationship with that organization?

Ms. QUARTERMAN. I think it can be improved. We are not usually
involved as a coordinator when FERC does it—coordinating agency
when FERC does some of its work on the gas side. On the oil side,
there is no requirement that FERC be involved in the siting of a
new pipeline.
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Mr. BUCHANAN. In terms of improvement, what is your thought?
I mean what would you do to improve it, the relationship? What
do you think the improvement needs to be? Where does it need to
be addressed?

Ms. QUARTERMAN. Well, the first step, which has not happened
yet, is I would like to sit down and meet with the Chair of the
Commission to talk about current working relations. It is some-
thing that is on my agenda, but it has not happened yet. I think
we would like to be more involved in the decisions that get made
there. Often, we just have the results, and then we have to go with
it from there, so——

Mr. BucHANAN. Yes. I think if you want to improve the relation-
ship, you have got to get that first meeting and get that going.

Ms. QUARTERMAN. Yes.

Mr. BUCHANAN. I yield back, Madam Chair.

Ms. BROWN OF FLORIDA. Thank you.

Mr. Arcuri from New York. You can take down that Florida pic-
ture.

Mr. ARCURI. Thank you, Madam Chair, for conducting this hear-
ing.

Ms. Quarterman, thank you very much for being here.

Yesterday’s hearing was, I think, very enlightening to many of
us. It certainly opened up some issues that I am very concerned
with. One of the things that we saw and learned yesterday is that
the MMS requires an oil spill response plan for drilling.

Do you have a similar type of response plan for each particular
pipeline in case there is a leak?

Ms. QUARTERMAN. We do.

Mr. ARCURI So, if there were a natural gas pipeline—for in-
stance, in my area, we have the Millenium Pipeline.

Are they required to have a response plan on file with you?

Ms. QUARTERMAN. Natural gas is different from oil. There is no
natural gas response plan requirement that I am aware of.

Mr. ARCURI. OK. So, if there were a leak in a pipe—let’s say a
natural gas pipeline—what would the response be? How would we
determine whether or not, you know, there were problems that
were going to result to the environment or to the water table as
a result?

Ms. QUARTERMAN. Well, the operator does have to have a notion
of how to respond to that as part of his operating procedures, but
it is not within the context of the oil spill response requirement.

Mr. ARCURI. So, do you review the plan that is on file for the
pipeline?

Ms. QUARTERMAN. We do.

Mr. ARcURI. All right. Do you make a determination whether or
not that is adequate?

Ms. QUARTERMAN. Yes.

Mr. ARcURI. All right. What happens if you make a determina-
tion that it is not adequate?

Ms. QUARTERMAN. Then it has to be redone.

Mr. ARcURI. OK. Do you set specifications in terms of what the
criteria are to make it satisfactory?

Ms. QUARTERMAN. Yes, we do.
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Mr. ARCURI. Now, one of the concerns that I had yesterday from
comments is, you know, we constantly practice fire drills. We con-
stantly practice HAZMAT cleanups for different teams.

Is there a process or a procedure that you require or that you in
some way lay out for practicing a response to different possible ca-
tastrophes, and can you tell us about that?

Ms. QUARTERMAN. Absolutely.

In fact, there was a tabletop exercise going on with respect to an
oil spill someplace in the country, almost simultaneous with this
spill in the Gulf of Mexico, and it is just that. It is an exercise
where all the parties who would be responsible for responding get
together and say, this is what happened. There was a spill in
North Dakota, and here is how much was released. Then they co-
ordinate how they should respond to that given that situation.

Mr. ARCURI. Are you comfortable with the process that you have
in place to respond to a potential catastrophe, as they were calling
it yesterday, a catastrophic situation?

Ms. QUARTERMAN. Well, I don’t think it is possible to in advance
of a catastrophe really be 100 percent prepared. I think we are
doing a lot to be prepared. I think we should probably take a sec-
ond look at it given the event in the Gulf, but we certainly are try-
ing to be prepared.

Mr. ARCURI. I have just one more question.

One of the other things that concerned me is this whole idea of
worst case scenario. What I may contemplate as a worst case sce-
nario may not be the same as what you contemplate as a worst
case scenario, and what the operator of a particular facility may
contemplate as a worst case scenario may be significantly less be-
cause they want it to be significantly less.

So who makes the determination as to what the worst possible
case scenario is? You know, how do you oversee that to make sure
that the worst case scenario is truly the worst case scenario?

Ms. QUARTERMAN. This is getting deeper than I can go in this
area, but I believe the answer is that the agency—well, the oper-
ator may propose a worst case scenario, and the agency has an op-
portunity to say that is not adequate, but I will have to get back
to you on that particular question.

Mr. Arcurl. OK. If you could, I would appreciate that very much.
Thank you very much for your cooperation.

I yield back the balance of my time.

Ms. BROWN OF FLORIDA. Thank you.

Mr. Brown.

OK.

Does the Chairman of the Full Committee want to say something
at this time or do you want me to?

Yes, sir.

Mr. Carney.

Mr. CARNEY. Thank you, Madam Chair.

Thank you for being here, Ms. Quarterman. I have a number of
questions along the lines of my colleagues’.

Mr. Arcuri, Mr. Shuster and I are in the Marcellus Shale forma-
tion area ourselves. You know, Pennsylvania is a little more ag-
gressive in developing than New York right now, but I think that
is probably going to change at some point, right, Mr. Arcuri?
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How many more miles of pipeline do you anticipate being created
because of the new discoveries in the shale region, in the Marcellus
Shale region?

Ms. QUARTERMAN. Perhaps someone from industry could address
that. I am not sure how many more—we expect quite a few more
miles of pipeline as a result of those plays, absolutely, especially
in Pennsylvania.

Mr. CARNEY. So, if it is quite a few, I will say, maybe, 50 percent
more-ish?

Ms. QUARTERMAN. In Pennsylvania or across the board?

Mr. CARNEY. Well, across the board. You know, whatever. The
point is

Ms. QUARTERMAN. Some huge amount, yes.

Mr. CARNEY. Some huge amount, and we are already under-
staffed in inspection. What are we doing to ramp up for the in-
creased miles that we all anticipate, that we all know are coming?

Go ahead.

Ms. QUARTERMAN. I was going to say the State of Pennsylvania
does have a program where they would be the ones responsible for
being the primary inspector within Pennsylvania except with re-
spect to gathering lines. We have been working with the State of
Pennsylvania to expand their authority so that they might be re-
sponsible for what we expect, primarily in Pennsylvania, to be
gathering lines associated with this new play. One would hope
that, as a result of that, they would also be asking for additional
personnel. Certainly, at the Federal level, we have been requesting
additional people going forward.

Mr. CARNEY. Well, if you are working in Pennsylvania, then you
know that Pennsylvania is almost like every other State in the
Union—you know, broke. It doesn’t have the resources. You said
that you backstop States that are broke and that don’t have the re-
sources, but it appears that you, too, don’t have adequate re-
sources. I mean you are not even fully staffed for what you are re-
quired to do now, and then going forward to backstop States that
don’t—you know, and you have got a lot of States. You have got
49 States that are in arrears with inspectors who are probably
dropping off, you know, and we are making all kinds of concessions
now.

I think industry is going to get a pass on this somehow, and the
problem is we rely on them. We rely on their self-certification. We
saw what happened, obviously, and we know what is going on in
the Gulf. You know, we can talk about that all the livelong day.

I want to talk for a minute about high-consequence areas and
who gets to define a high-consequence area.

Can you answer that?

Ms. QUARTERMAN. There is a rule that defines the high-con-
sequence area in terms of how many people live there, what kind
of environment they are in, that kind of thing, so that is specified.

Mr. CARNEY. OK. How many people live in an area—I mean
when is it not high consequence? Because I represent a rural area.

Ms. QUARTERMAN. On the gas side, a rural area would be less
than 10 households, probably.

Mr. CARNEY. Less than 10 households. OK.
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So we are making some determination that 11 households is high
consequence, and 10 isn’t. Because I live in a village with, maybe,
12 or 14 houses. So am I high consequence or low consequence or
moderate consequence?

Ms. QUARTERMAN. Well, if you are 12, you are probably high con-
sequence, or you are covered.

Mr. CARNEY. OK. So my neighbors down the road who are in the
nine-house area are low consequence?

Ms. QUARTERMAN. Well, I don’t want to use the words “high con-
sequence,” really, but you are covered by the rulemaking

Mr. CARNEY. It is an unofficial term, I think.

Ms. QUARTERMAN. Yes.

You are covered by the rule that relates to the gathering pipe-
lines in rural areas. I don’t think the language is “high con-
sequence” for that particular rulemaking.

Mr. CARNEY. Who helps define them? Is it the industry working
with PHMSA or who makes this determination? Who defines nine
or 10 houses? Is it the industry? Is it PHMSA? Is it the govern-
ment? Who is making this determination?

Ms. QUARTERMAN. It is a combination of the two.

Mr. CARNEY. OK. All right.

Now, Homeland Security, DHS, has a role to play in this, too, as
I understand. You know, PHMSA is in charge of safety. Homeland
Security is in charge of security.

Ms. QUARTERMAN. Correct.

Mr. CARNEY. I was at a hearing—we conducted a hearing from
the Homeland Security side a few weeks ago in Florida. That dis-
tinction, according to the first responders on the ground, who had
to respond to a natural gas pipeline leak, said it caused confusion;
it caused a lack of adequate reaction time. You know, we had a
pipeline spill that went on for 44 hours, I think they said, because
there were no clear lines of communication between PHMSA, DHS,
and the first responders on the ground.

How do we address that?

Ms. QUARTERMAN. Well, TSA has the primary responsibility for
security issues with respect to pipelines.

Having said that, I have to say that we work very closely with
them on pipeline issues, and we often go with them to inspect fa-
cilities, and we are in daily contact with TSA on pipeline issues.
Whenever there is a spill of any consequence, we are talking to
them.

Mr. CARNEY. That is not according to the first responders. I
mean, in a real-world scenario, you talk about tabletop exercises,
which, respectfully—you know, they are OK, but they don’t nec-
essarily shake out the lines of command on the ground. When we
had a real-world example, we didn’t have a chance. You know, the
report was bad. I mean the first responders said that this was a
distinction without a difference as far as they were concerned.

How do we address that? You know, what are your recommenda-
tions to address that?

Ms. QUARTERMAN. Well, obviously, we need to find out what the
circumstances are of the particular instance that you are referring
to and try to assign someone as the lead. I don’t believe that
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PHMSA was the lead in this particular instance, but there needs
to be clear demarcation of who is the lead.

Mr. CARNEY. The guys on the grounds don’t care.

Ms. QUARTERMAN. I understand that, but on the ground there
needs to be a standard so that everybody knows that, when some-
thing like this happens, X is the lead, whoever that may be, and
that is the person who is in charge. I mean it sounds like it was
not well-coordinated, because nobody knew who should be the indi-
vidual or the organization in charge.

Mr. CARNEY. That is right.

I am sorry. Thank you for the indulgence, Madam Chair.

Ms. BROWN OF FLORIDA. Thank you.

Let’s see if we can clear this up.

The National Association of Pipeline Safety Representatives
asked the Secretary of Transportation to grant the Pipeline Act to
provide the States with more grant funding, and I understand in
the past it was like 80-20.

What is the status of that? Because, back to his question, you
know, the States don’t have any money, and we need our partners
fully engaged, and at this time, you say you waived it for, what,
2009?

Ms. QUARTERMAN. 2009, yes.

Ms. BROWN OF FLORIDA. Well, this is 2010. What is the status
of that request?

Ms. QUARTERMAN. Well, we are sort of a year behind in terms
of how it works, so the 2010 request has not come forward yet so.

Ms. BROWN OF FLORIDA. Does the 2009 request——

Ms. QUARTERMAN. The 2009, the request affects the 2009 peri-
odic because of the way it is funded forward; 2010 is not yet up for
funding, our request for suspension is not yet ripe for that period.

Ms. BROWN OF FLORIDA. OK. But what is the status of it? Are
we going to grant this waiver to get our partners busy?

Ms. QUARTERMAN. I don’t think we have a request for a waiver
for that next year. When the next year comes, then we will, we will
consider that, yeah.

Ms. BROWN OF FLORIDA. OK, I guess I am confused. My under-
standing, you waivedfor what year? How many grants have you
granted, for example Pennsylvania and other States?

Ms. QUARTERMAN. There are 50, I believe, State partners who get
funding, and this year, in 2010, they are being funded for 2009, so,
in this year, 2010, we have waived or suspended the requirement.
Now next year, they can ask again to be suspended.

Ms. BROWN OF FLORIDA. OK. Ms. Markey.

Ms. MARKEY. Thank you, Madam Chair.

Thank you for being here. You mentioned that there is over 2
million miles of pipeline that you are responsible for regulating.
What percentage would you say that you are able to actually in-
spect that are not in high consequence areas?

Ms. QUARTERMAN. I don’t have the actual breakdown of what
percentage is in high consequence areas versus not. There are
about 173,000 miles that are hazardous liquid and a large percent-
age of those are in high consequence areas. The remaining distribu-
tion pipelines are about 2 million miles, and most of those are high
consequence areas. Transmission pipelines, about 323,000 miles,
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and it is a much smaller percentage. I don’t know what for trans-
mission pipelines.

Ms. MARKEY. I also want to ask you a little bit about your waiver
policy. TransCanada has asked recently for a waiver for its pro-
posed pipeline. It is going to run 2,000 miles from central Alberta
into the Gulf of Mexico. And I know that they have asked for a
waiver to have thinner pipes.

What is—the concern being, we heard extensively that MMS has
used industry standards as they are developing their regulations,
meaning industry essentially writing their own regulations. So this
is a concern when industry, when companies come in and ask for
waivers. So can you talk a little bit about the criteria you look at
when you are looking at waivers to existing policy? And what
standards do you use?

Ms. QUARTERMAN. Certainly. There are special permits that
have, or waivers, as you call them, that may be requested. Back
in 2009, there were published procedures for how waivers might be
granted. At current, there are about 85 active special permits.
About 31 are pending before us. These are, in our view, they have
to meet an extremely high standard in that they have to meet or
exceed the pipeline safety requirements. They take about 8 months
to 2 years for us to review these permits. They are filed in the Fed-
eral Register, so that there is public comment on them. And when
they are granted, there are a number of conditions and require-
ments that are added that are beyond those that are in the current
regulations. We analyze the request.

There are things that are obviously completely off the table that
are not acceptable. We do a review of the fitness of the operator
who is making a request. We look at the pipeline segment that is
at issue and its history of failure. We look at the enforcement his-
tory of the company and whether or not they have any outstanding
actions, what their safety profile is. It requires concurrence of all
the regional directors in the field, the inspector fields. It requires
concurrence of the engineering group, the regs group, the legal de-
partment, and certain subject matter experts.

The special permits are not usual. I don’t know the details of the
TransCanada request that you referred to. But I would be happy
to look into it if you would like.

Ms. MARKEY. Yes if you could look into it.

Do you also have a public comment at all from the area’s land-
owners that are affected, for instance?

Ms. QUARTERMAN. Of course, yes.

Ms. MARKEY. If you could get back with me specifically on that
issue I would appreciate it, and I yield back my time Madam
Chair.

Thank you.

Ms. BROWN OF FLORIDA. Thank you. Mr. Larsen.

Mr. LARSEN. Thank you, Madam Chair.

And thank you for holding this hearing.

Before I start, I want to recognize Carl Weimer from the Pipeline
Safety Trust. He is going to be on the second panel. He is from
Whatcom County in my district, the City of Bellingham area,
where there was obviously a major tragedy about 11 years ago next
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month. And Carl will be on the next panel. I look forward to hear-
ing from him, the Pipeline Safety Trust.

Administrator Quarterman, the agency, in your testimony, says
you finished phase one on low stress. And in the fall of ’1992,
PHMSA testified that you would be in the rulemaking process for
phase 2 , the low stress pipeline rule, but that rulemaking does not
seem to have begun a year and a half later. Can you explain why
that is and what your plans are for phase 2 and low stress? Phase
27

Ms. QUARTERMAN. Absolutely. There was a rulemaking on low
stress one, as you are aware of. When I started at the agency,
which has not been very long now, the issue arose about whether
or not to proceed with low stress 2. I believe that a cost-benefit
analysis had been done in prior years that suggested that the rule
might not be cost-beneficial. We convened a group of the rule-
making team to review the current cost-benefit analysis and have
determined that the numbers now support going forward with the
rule. It is in the process of being drafted and should be out this
summer.

Mr. LARSEN. So some time in June or July?

Ms. QUARTERMAN. Right.

Mr. LARSEN. Also in the outstanding work that you have left to
do, why has it taken over 3 years for PHMSA to begin the rule-
making process for proposing regs to establish a criteria for State
enforcement for pipeline damage prevention laws, and will that
rule address the issue that several of our witnesses on the next
panel will raise, which is whether States should exempt munici-
palities or State departments of transportation and railroads from
their Damage Prevention One Call rules?

Ms. QUARTERMAN. That rulemaking just went out for an
ANPRM, or an Advanced Notice of Proposed Rulemaking last year
where it asked a number of questions. I don’t believe the questions
include the question of an exemption, which is something that I
firmly believe there should not be exemptions to the One Call rule,
and I support that. I don’t believe that ANPRM includes that.

That doesn’t mean that the notice of proposed rulemaking will
not address that issue. My understanding of the reason for why it
has taken so long is that we have a very good—and the agency has
had a longstanding working relationship with the States, and they
have been trying to encourage them to make changes to the State
laws dealing with enforcement without having the hammer of hav-
ing a requirement in the law that says, or in the regs that says,
you have to do these things. So they have been doing what I would
call a softer approach to get the States to come along to change
their laws.

At this point, we think we have gone as far as we can with that
approach and need to go forward with the rulemaking. I don’t
think the program would like to be in a position where they have
to say that a State’s program is inadequate, and therefore, the Fed-
eral Government is stepping in. We prefer that the States come
along without having to do that.

Mr. LARSEN. Just to change subjects a little bit on Technical As-
sistance to Communities Grant program. I know you are receiving
applications from a variety of folks, and I understand you might be
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receiving applications from pipeline operators. Does PHMSA think
that pipeline operators are eligible for these grants? I think you
might find community folks would say they are not.

Ms. QUARTERMAN. Yes, I am not familiar with the applicants for
that. I know that we are in the process of reviewing it, and I don’t
believe that was the initial intent of it so

Mr. LARSEN. I am not sure either that it is.

The question came up on the 7-year versus the risk assessment,
and it is disappointing to me that the administration does not seem
to be providing us any guidance on the administration’s position on
that. We have been debating this issue well probably longer than
I have been here, but I was here when we wrote the 2002 bill, and
we have been debating firm timeline versus a risk assessment
since then and probably before that.

And it seems to me that if we are just going to move forward on
a straight authorization, we could just change the dates in the
PIPES act and move on. I don’t know that we are going to do that.
I am not sure if the Chairman’s intent is on that. But it does seem
one of these outstanding issues that we keep coming back to and
coming back to and now coming back to, is a firm timeline on in-
spections versus using some level of flexibility on risk-assessment.
And I say that, I don’t try to say that with any weight towards one
or the other. I am saying that it is an issue that we go around and
around and around on with the communities, with the industry,
amongst ourselves, and to hear the administration yet does not
have some guidance on that particular point is, again, it is dis-
appointing. It is sort of like waiting for Godot; it just never shows
up.
Ms. QUARTERMAN. Let me clarify a little bit. The current require-
ments in the law is 7 years, and that is what we are enforcing, and
that is what we are proposing to enforce going forward. The admin-
istration has no plans that I am aware of to change that.

Mr. LARSEN. OK.

Madam Chair, thank you for the opportunity to have some ques-
tions. And I will be back after the Mr. Calderon speaks, and of
course, I will submit my opening statement for the record. Thank
you.

Ms. BROWN OF FLORIDA. Mr. Cohen.

Mr. COHEN. Thank you, Madam Chair.

And I also will submit an opening statement as we go along.

And I thank the witness, Ms. Quarterman.

I appreciate your coming before us today.

I have got two statements I would like to enter into the record,
and I would like to ask the Chair if it would be so permitted. One
is a letter signed by more than 1,100 organizations nationwide con-
cerning our environment and the potential call for leadership on
clean energy and climate, and the other is an article by Mr. Fried-
man in yesterday’s New York Times that also addresses the oil
spill and the need for the administration to use this as an oppor-
tunity to look at more alternative forms of energy and an energy
policy that will get us clean of fossil fuels and move forward.

With permission, I would like to enter those in the record.

Without objection.
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Mr. OBERSTAR. Madam Chair, my suggestion is that the letter
should be accepted for the hearing record, but the staff should re-
view to see how voluminous the accompanying material is that may
be more appropriate for the Committee file.

So, I would not object to the Chair’s accepting, but my practice
has been to be careful about the volume of material we have in the
hearing record. The letter probably is brief enough, but I don’t
know about the 1,100 signatories to it.

Mr. COHEN. There are only about six pages. They are small type.

Mr. OBERSTAR. With that caveat, I would not object.

Mr. COHEN. Thank you, Mr. Chairman, and Madam Chairman.

I would like to ask the witness, there has been an issue, which
I know Ms. Markey kind of referred to, concerning the proposed
Keystone XL Pipeline, stretching 2,000 miles from Canada to the
Gulf Coast, which would bring tar sands oil to the Gulf refineries.
What stage or is there a stage that you are involved in or that you
know of that we could review or have any kind of look at this proc-
ess to see whether or not we should permit such a pipeline to bring
in this material that is even worse for our environment than the
present oil that we are using?

Ms. QUARTERMAN. Well, we are not in a position at PHMSA to
make any, have any impact on whether or not the pipeline should
go forward. We review the safety of the pipeline, the construction
of the pipeline.

With respect to their request for a special permit, that has—
should at this point have been published I think in the Federal
Register, but we welcome comments beyond that and would be
happy to take those. But we can’t influence whether or not the
pipeline goes forward.

Mr. CoHEN. Who can influence that? Who can determine whether
or not we permit this?

Ms. QUARTERMAN. This is an oil—is it an oil or gas pipeline? 1
am sorry.

Mr. CoHEN. It is some kind of tar sands oil pipelines.

Ms. QUARTERMAN. Oil pipelines do not require any sort of per-
mitting through the FERC, so it is the siting requirement are on
a State by State basis, so each individual State has the opportunity
to weigh in on whether or not right-of-way should be given to that
pipeline.

Mr. CoHEN. How about the safety, you look at the safety?

Ms. QUARTERMAN. We look at the safety, correct.

Mr. COHEN. Has there been final, do you feel comfortable that
the safety is, that they are secure enough and safe enough to carry
this material?

Ms. QUARTERMAN. We don’t really have an approval process. We
can’t approve; we don’t approve or disapprove a pipeline. We can
look at the construction requirements and ensure that it meets the
requirements of the Pipeline Safety Act. So we really don’t have
any authority to stop or start a pipeline unless it has a safety-re-
lated issue that could then be met.

Mr. CoHEN. Let me ask you if you would look at the safety issues
and see that they are met, and do you think our standards are
strong enough, our safety standards for pipelines, oil pipelines?
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Ms. QUARTERMAN. I believe that they are. We are always con-
stantly looking at them and changing them to address the best
practices available.

Mr. COHEN. You have seen what has happened in the Gulf, and
we heard from Mr. McKay, head of BP Oil, the president, that they
had all the safety that they could possibly need, and therefore, they
had no reason to think that they would need anything else. Do you
think maybe we all should reexamine everything that we are look-
ing at that has possible effects on our environment?

Ms. QUARTERMAN. Absolutely.

Mr. CoHEN. Would you might look at this again?

Ms. QUARTERMAN. Sure.

Mr. CoHEN. I may send you a letter about it, and appreciate you
looking at it.

Ms. QUARTERMAN. We will. Thank you.

Mr. CoHEN. Thank you very much.

I yield back the balance of my time.

Ms. BROWN OF FLORIDA. Ms. Richardson.

Ms. RICHARDSON. Thank you, Madam Chairwoman.

At what point were you notified of the spill in the Gulf?

Ms. QUARTERMAN. I probably became aware of it shortly after it
happened. We do have an internal national response team.

Ms. RICHARDSON. Was it hours? Was it days?

Ms. QUARTERMAN. Looking back on it, I can’t tell you exactly
whether it was hours or days. I am sure it was more likely hours
than it was days.

Ms. RICHARDSON. And you don’t know whether you were advised
the same day as when the spill occurred?

Ms. QUARTERMAN. I don’t recall. It is not within our jurisdiction,
and I don’t remember. It was probably shortly thereafter.

Ms. RICHARDSON. Have you been asked to do anything regarding
the spill?

Ms. QUARTERMAN. No. We have not.

Ms. RICHARDSON. It is my understanding that you are respon-
sible for the construction, to ensure that the construction of the
pipelines are being done properly.

Ms. QUARTERMAN. Correct.

Ms. RICHARDSON. Whose jurisdiction is it to ensure that there
are safety, proper safety options if—in the event a pipeline does not
work?

Ms. QUARTERMAN. We are.

Ms. RICHARDSON. So then, when I came in earlier, someone
asked something about responsibility, and you referenced the De-
partment of the Interior.

Ms. QUARTERMAN. That is with respect to the spill in the Gulf
of Mexico, which is, it is a drilling rig which is overseen by the De-
partment of the Interior. It has nothing to do with pipelines what-
soever.

Ms. RICHARDSON. Now, one of my questions is, it is my under-
standing that you verified that pipeline companies properly identify
all the pipelines segments that could affect a high consequence
area.

Ms. QUARTERMAN. Correct.
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Ms. RICHARDSON. Properly identify the risks associated with each
pipeline segment.

Ms. QUARTERMAN. Correct.

Ms. RICHARDSON. And properly evaluate and rank those risks, is
that correct?

Ms. QUARTERMAN. Correct.

Ms. RICHARDSON. And use the most appropriate tools for con-
ducting the inspections.

Ms. QUARTERMAN. Correct.

Ms. RICHARDSON. So is there a reason why your two Depart-
ments don’t work together or talk or share information, or do you?

Ms. QUARTERMAN. Oh, we certainly do, yes.

Ms. RICHARDSON. So if you do, what would be in your thought
of the reason of why we have failed in these areas regarding the
spill in the Gulf?

Ms. QUARTERMAN. Our coordination with the Department of the
Interior is limited to pipeline safety issues. There are pipelines in
the Gulf of Mexico. And the Department is responsible for those
that are leading up to the production facilities, and PHMSA is re-
sponsible for them once they leave. But we are, we have no role in
terms of the drilling of a particular well.

Ms. RICHARDSON. But your two areas don’t talk and learn from
one another best practices, share the different things that you are
doing?

Ms. QUARTERMAN. Oh, certainly, with respect to pipeline safety,
yes.

Ms. RICHARDSON. It seems clear now that BP wasn’t really pre-
pared to respond to a worst-case scenario in the Gulf, as they stat-
ed. I realize that offshore drilling and the operation poses a very
different challenge than the transportation of the project, which is
what you are saying. But what I do need to understand is whether
you evaluate the pipeline companies and whether you feel that
they are prepared to deal with their own worst-case scenarios?

Ms. QUARTERMAN. We do evaluate the pipeline companies, and
part of the criteria that that is considered is whether or not they
are able to deal with worst-case scenarios.

Ms. RICHARDSON. And to what extent do you require them to
demonstrate that?

Ms. QUARTERMAN. They have to have a plan, an oil spill response
plan, and we do have drills for oil spill response which does involve
not just the Federal agents but also companies.

Ms. RICHARDSON. So but I am sure also with drilling in the ocean
we also have plans. So what confidence should the public have that
if those plans failed in that scenario, why your plans would not fail,
is my question?

Ms. QUARTERMAN. Well, part of the catastrophic scope of the spill
in the Gulf of Mexico is a result of the inability to reach for human
beings, for a human being to reach that item because it is located
a mile or more at the bottom of the ocean. And the oil spill re-
sponse, therefore, is compromised.

In the instance of pipelines, they are, as I said earlier, perhaps
like a garden hose, where they can be turned off and on. There are
several valves along the way that can be shut down. No more oil
can go into the pipeline. You can stop it from going in or out. There
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might be a spill but you won’t see a spill where it is just an open
well spewing forth oil.

Ms. RICHARDSON. Let me say this, because my time has expired,
I would just urge you that I think many of us thought, as Members
who are responsible ultimately of oversight of the various agencies,
I think many of us thought in that scenario that certain things
wouldn’t happen, that the blow factors and protectors would work
and all of that, but I think the day of what we think will work,
the public isn’t going to allow that anymore. So we may have to
reconsider other items to make sure, so if that means we have two
and three things in line or whatever new items need to be consid-
ered, I would just urge that we consider all of those. Because I
don’t think we can afford continued mistakes in these areas.

Thank you, Madam Chairwoman.

Ms. BROWN OF FLORIDA. Thank you.

And Mr. Cummings.

Mr. CuMMINGS. Thank you very much, Madam Chair.

And Administrator, I have just one subject matter I want to ad-
dress here.

We hear a lot about problems with regard to excavation. But we
also know that the second leading cause of problems is corrosion.
And I just want you to talk about that for a moment and how you
deal with that and how we, it seems like every city, particularly
my city, which we seem to have all kinds of problems with old
pipes and all kinds of things are getting older. And I am just trying
to figure out exactly how do you all address corrosion at a time
when we have seen all kinds of infrastructure fall apart? I am just
curious.

Ms. QUARTERMAN. Thank you.

Corrosion is a leading cause, as well as pipeline failure, and it
is one that can be addressed, at least in part, through the Integrity
Management Program that is in place by in-line inspections to see
if there is a loss in the thickness of a pipe.

In addition to those requirements, there are requirements for ca-
thodic protection, and this is something where essentially electronic
currents can cause on the outside of the pipe a less likelihood of
corrosion, and companies are required to have a cathodic protection
system in place and to look at the results of interval surveys where
they check for corrosion. But it is, as you say, quite a problematic
issue.

Another thing the Integrity Management Program is meant to do
is that an operator is supposed to be looking at its pipeline and
identifying locations along the pipeline where corrosion might be a
particular problem, for instance, where there is a change in envi-
ronment, for example you go from a rocky area to one where there
is a lot of water, or just a change in the environment where there
might be the conditions necessary to promote corrosion.

We are also working very closely with NACE, which is the Na-
tional Association of Corrosion Engineers to identify leading tech-
nologies to help us on the issue of corrosion. But it is one that we
spend a lot of time on and will continue to spend a lot of time on
going forward because we recognize it is a huge issue for pipelines.

Mr. CUMMINGS. As I am listening to you I am wondering how
much of this is on the honor system. As I listened to Congress-
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woman Richardson, it reminded me of something that I often say
that so often people are telling each other that things are going to
be fine if something goes wrong, nothing is going to go wrong. They
say, when the rubber meets the road, everything is going to be fine.
And then when the rubber comes to meet the road, we discover
there is no road.

So I am trying to figure out, when we talk about integrity, are
we talking about an honor system to some degree? Because one of
the things that I have discovered is that a lot of folks, when you
put them on the honor system, they are not always honest. And so,
I just want to know what, how do you, assuming some of it is the
honor system, I am sure all of it can’t be, but how do you double
check that? Because I have noticed that, and we have noticed in
this Subcommittee, when we were talking—when we talk about
various things like drains and putting in certain kinds of windows
and things of that nature, when it comes to safety, a lot of times,
folks will pinch pennies and give up safety.

And so I am just wondering, how do we, how you make sure that
integrity is truly being honored?

Ms. QUARTERMAN. Right. That is a great question. You are right
that, in the first instance, it is a question of honor because compa-
nies put together Integrity Management Plans that say they are
going to do certain things.

Now, thanks to the law that was put in place by this Committee,
nowadays the chief executive has to sign off on that plan to say,
yes, this is, in fact, a plan that I back and I am supporting.

But then we have inspectors that go in and look at the plan.
They look at the results from a smart pig, an inline inspection tool,
that might show that there is a certain amount of loss in the pipe-
line thickness, and then they look at the record to see if that was
repaired or not.

A company can say, we repaired all these, but in fact, they did
not. And that is the job of the inspector, to go behind them to make
sure that in fact those things have happened.

Now can we deal with 100 inspectors 100 percent of pipelines?
No, we can’t. But we are doing many of them, and we are trying
to go to a new method of inspection where we really look at where
the risks are for a particular company and drill down into those
risks rather than doing just a checklist and inspection program.

Mr. CUMMINGS. Thank you very much.

I see my time is up. Thank you, Madam Chair.

Ms. BROWN OF FLORIDA. Now, to hear from the Chair of the
Committee, Mr. Oberstar, who was here late last night. I left him
here after 7:00 o’clock on a similar subject.

Mr. Oberstar.

Mr. OBERSTAR. Thank you very much, Madam Chair.

This is a very, very important follow-up hearing to yesterday’s
hearing, but also on the work of pipeline safety that this Com-
mittee has been engaged in for well over 22, 23 years, when I held
the first hearing on the failure of a gasoline pipeline in Mounds
View, Minnesota, which is symbolic of and showed evidence of
widespread failure within the agency to do its work properly.

Now, at the hearing yesterday, I confronted Mr. McKay, the CEO
of BP, with the results of the Texas refinery failure, the pipeline
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failure in Alaska, that spilled 5,000 barrels of oil on the North
Slope, the largest pipeline failure in the history of oil extraction
from the North Slope, and several other subsequent failures of that
company that required the Department of Transportation to change
the administrator of PHMSA, bring in a retired Coast Guard admi-
ral, put the agency back on a sound safety mindset footing, and re-
sult in fines, including a misdemeanor fine on the company, a mis-
demeanor citing of the company, and a $12 million penalty for fail-
ure to maintain their system properly and a number of other fail-
ures of that company over a period of years.

Have you done a follow-up review of BP’s pipeline system?

Ms. QUARTERMAN. BP is scheduled for an integrated inspection
this year, and I have requested of my staff that they compile a per-
formance review of BP, in particular, their history of violations,
how good they are doing, how good they are not doing.

Mr. OBERSTAR. When will that take place?

Ms. QUARTERMAN. Which one, the inspection?

Mr. OBERSTAR. Yes.

Ms. QUARTERMAN. The date of the inspection, I don’t know. The
documentation review should be ready in the next couple of weeks.

Mr. OBERSTAR. Will you provide for the Committee the guideline
review?

Ms. QUARTERMAN. Absolutely.

Mr. OBERSTAR. We would like to, I would like to put my hands
on it and review it, and of course, it will be available for majority
and minority as well.

There are 3,800 drill rigs in the Gulf of Mexico. That is 660,000
square miles of ocean, and hundreds and hundreds of pipelines.
They were disrupted during Katrina and Rita, had to be reposi-
tioned, relocated. We are coming up on hurricane season. Shouldn’t
there be a review of pipeline safety and standards? Shouldn’t you
have inspectors ready to go out in the Gulf to take a look at, par-
ticularly at any of the pipelines that BP might be operating?

Ms. QUARTERMAN. We are ready. We can do it.

Mr. OBERSTAR. Will you do it this year? Will you direct an over-
view of pipeline safety in the Gulf to ensure that there is system
integrity, that there are, that wherever pigging has been required
to be done, whether cleaning pigs are required to go through the
pipelines that has been done, whether there are other safety pre-
i:autié)‘;ls under your rules and regulations, that they have been fol-
owed?

Ms. QUARTERMAN. Yes. We are already going to do the BP re-
view. We can make it Gulf-wide.

Mr. OBERSTAR. I think it is only prudent and precautionary in
light of what has happened here, should there be a pipeline break.
Pipeline safety is just one break around the corner from being un-
safe as we know all too well.

We have also seen in the hearing yesterday, but not just yester-
day’s hearing, the cozy relationship between government and in-
dustry. Here is a drill rig built in Korea, registered in the great
maritime nation of the Republican of the Marianas, whose certifi-
cation was done by a contracted entity located in Reston, Virginia,
not certified by an independent organizations, built to—and a blow-
out preventer built to American Petroleum Industry Standards or
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Institute standards, certified by industry, operated by industry, not
reviewed by Minerals Management Service agency. And we found
a similar pattern in the Coast Guard hearings that we held, that
Mr. Cummings conducted 2, 3, years ago, on the failure to have
independent review of industry design, engineering, and manufac-
turing.

We found a similar problem in the FAA, which I hold up always
as the highest standard of safety. But there, again, there was a
customer service initiative, directed by Office of Management and
Budget to be done by the FAA, in which FAA was directed to treat
airlines as their customers. That is an arm’s-length relationship.
They are not supposed to be subject to the pleasure of the industry.
If the FAA, if Southwest Airlines is FAA’s customer, and the cus-
tomer is unhappy with the service they are getting, they can re-
quest a change, and they did. And they got the principal mainte-
nance inspector shifted from the Southwest ticket to someplace else
until whistle-blowers brought it to our attention, and we held hear-
ings, and we found that some 200,000 passengers were flown in un-
safe aircraft.

So here is this, the Coast Guard culture is being changed. The
standards for safety at the Coast Guard are being changed. The
standards for safety are being upgraded in the FAA. We need the
same thing to happen in the pipeline administration, and I see evi-
dence of that happening under your leadership. But I want you to
be aggressive and assertive.

And I want you to assure that there is independent—no, in the
pipeline corrosion 2008 pipeline corrosion report, which PHMSA or-
dered, “PHMSA often incorporates standards in whole or in part
developed by various industry consensus organizations in their reg-
ulations.” The Michael Baker Raymond Fessler report, it lists all
those standards by national association of this, American associa-
tion of that, among them the American Petroleum Institute.
Shouldn’t there be an independent review with certification? Why
should PHMSA be accepting industry standards?

Fine, they know what they are doing. They know their business.
But that needs to be subjected to independent review. Are you
going to do that?

Ms. QUARTERMAN. With respect to the safety culture, let me just
say that one of the first things that I said to my staff in our first
all-hands meeting was that they needed to be clear, as I was, that
our customer is the American public. And is it is our responsibility
to ensure that hazardous materials by pipeline or any other mode
is safe and that there is a tendency in government to think of your
customer as being someone other than the American public because
industry or other constituents come in and speak a lot. If there is
not somebody balancing out on the other side, if you only hear from
industry representatives, you tend to believe or go native, I guess,
you begin to think that that is your constituent and forget about
the American public.

That may have been the case in the past with the pipeline pro-
gram. I think that has changed, thanks to your help, and now they
are very much involved with the States and with the Pipeline Safe-
ty Trust and the other constituents. They have, they really tried
to speak to all, all parties, all stakeholders.
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As to the question of industry standards, yes, they are adopted
into the existing pipeline standards. Many of those organizations
are not necessarily industry organizations. They are professional
organizations with respect to corrosion

Ms. BROWN OF FLORIDA. Excuse me. According to the Rules of
the House, we are going to have to stand at adjournment until
after the session that is starting at this time. We are going to have
to stand in recess, and we are going to come back at 12 o’clock or
as soon as the session is over.

I was trying to finish up with you. But I don’t think we are there
yet.

You think we are? OK.

OK, then we will start with panel two.

And so any additional comments you can submit to the record,
I have got to say that, follow up with what the Chairman said, if
you found BP or any other company in violations, what is your re-
course? I would be interested in seeing that in writing. And we are
going to put the question in writing.

Ms. QUARTERMAN. Thank you.

Ms. BROWN OF FLORIDA. So thank you very much for your testi-
mony, and any additional questions the Committee will give to you
in writing.

And at 12 o’clock, or directly after the session is over, we will
come back, and we are going to stand in recess at this time accord-
ing to the Rules of the House.

Thank you.

[11:12 a.m.]

[Recess.]

Ms. BROWN OF FLORIDA. Thank you. I would like to welcome and
introduce our second panel of witnesses.

TESTIMONY OF CARL WEIMER, EXECUTIVE DIRECTOR, PIPE-
LINE SAFETY TRUST; PAUL METRO, GAS SAFETY SUPER-
VISOR, PENNSYLVANIA PUBLIC UTILITY COMMISSION, ON
BEHALF OF THE NATIONAL ASSOCIATION OF PIPELINE
SAFETY REPRESENTATIVES; ANDREW BLACK, PRESIDENT
AND CEO, ASSOCIATION OF OIL PIPE LINES; ROCCO
D’ALESSANDRO, EXECUTIVE VICE PRESIDENT, NICOR GAS,
NAPERVILLE, ILLINOIS, ON BEHALF OF AMERICAN GAS AS-
SOCIATION; GARY L. SYPOLT, CHIEF EXECUTIVE OFFICER,
DOMINION ENERGY, RICHMOND, VIRGINIA, ON BEHALF OF
THE INTERSTATE NATURAL GAS ASSOCIATION OF AMERICA;
AND DAN EAST, REGIONAL MANAGER, REYNOLDS, INC., AL-
BUQUERQUE, NEW MEXICO, ON BEHALF OF NATIONAL UTIL-
ITY CONTRACTORS ASSOCIATION

Ms. BROWN OF FLORIDA. We have with us Mr. Carl Weimer, who
is executive director of the Pipeline Safety Trust; Mr. Paul Metro,
who is the secretary of the National Association of Pipeline Safety
Representatives; Mr. Edward Black, president and executive officer
of the Association of Oil Pipe Lines; and Mr. D’Alessandro, on be-
half of the American Gas Association; and Gary L. Sypolt, chief ex-
ecutive officer of Dominion Energy, on behalf of the Interstate Nat-
ural Gas Association; and Mr. Dan East, on behalf of the National
Utility Contractors Association.
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We can begin with Mr. Weimer.

Mr. WEIMER. Chairwoman Brown, Ranking Member Shuster and
Members of the Subcommittee, thank you for inviting me to speak
today on the important subject of pipeline safety.

The Pipeline Safety Trust is the only nonprofit organization in
the country that strives to provide a voice for those affected by
pipelines.

With that in mind, we are today here today to speak for the rel-
atives of the 56 people who have been killed, the 209 people who
have been injured, and for those that have been burdened by over
$900 million in property damage in pipeline incidents that have oc-
curred since we last spoke to this Subcommittee in March 2006.

We provide many ideas for improvements in our written testi-
mony but would like to concentrate on just a few of them here
today.

Our priority for this year’s reauthorization is the expansion of
the Integrity Management Rules for more miles of pipeline. The In-
tegrity Management has been one of the most important aspects of
both the Pipeline Safety Improvement Act of 2002 and the PIPES
Act of 2006. And it is what requires that once pipelines are put in
the ground, they are ever inspected again.

Currently, only 44 percent of hazardous liquid pipelines and only
7 percent of natural gas transmission pipelines fall under these im-
portant Integrity Management Inspection rules. And of all the
deaths caused by these type of pipelines since 2002, over 75 per-
cent of them have occurred on pipelines not required to meet these
rules.

This summer will be the 10-year anniversary of the Carlsbad,
New Mexico, pipeline explosion that killed 12 people. In response,
Congress passed the Pipeline Safety Improvement Act of 2002,
which required the Integrity Management of natural gas trans-
mission pipelines within certain high-consequence areas.

Unfortunately, these areas are still so narrowly defined that they
3015‘5 even include the Carlsbad pipeline area where the 12 people

ied.

What this means to people who live around these pipelines in
rural areas is that their lives are not worth protecting with the im-
portant Integrity Management rules.

When Integrity Management was first conceived, inspections
were limited to high-consequence areas because this was a huge
undertaking for the 90,000 miles of pipelines that were included.
At that time, leaders within Congress and PHMSA stated that the
future of these types of inspection requirements would be ex-
panded. We believe the future is now and that the industry now
has the experience and equipment necessary to begin similar in-
spections of the over 300,000 miles of pipelines that currently have
no such requirements.

For these reasons, the Trust asks that you direct PHMSA to ini-
tiate a rulemaking by a date certain to implement a similar integ-
rity management program on all the pipelines that fall outside of
the current management rules.

In the PIPES Act of 2006, Congress made clear its desire that
States move forward with pipeline damage prevention programs.
We hope Congress will encourage PHMSA to move forward with its
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recent proposed rulemaking regarding damage prevention and
make sure that States understand that exemptions to railroads,
State transportation departments, and municipal governments are
dangerous and unwarranted.

The results of a huge lack of valid data regarding excavation
damage to pipelines make it nearly impossible to implement pro-
grams strategically and cost effectively. We hope Congress will re-
quire PHMSA to initiate a valid mandatory reporting requirement
for excavation damage.

Also, after 2 years of work by a multi-stakeholder group of more
than 150, the Pipeline Informed Planning Alliance is about to re-
lease a report that makes recommendations for actions that local
governments can take to protect people and pipelines with their
land use regulations when new development is proposed near pipe-
lines. This effort is a holdover from the 2002 reauthorization, and
will implement the recommendations of a congressionally man-
dated Transportation Research Board report.

Such development encroachment near pipelines is a growing
problem nationwide, and the Trust asks that this year Congress
authorize, just as was authorized in PIPES for the successful pro-
motion of the 811 one-call number, $500,000 per year to promote,
disseminate, and provide technical assistance regarding the PIPA
recommendations so local governments are aware of them.

Finally, there is still a good deal of work for PHMSA to do to fi-
nalize the low-stress pipeline mandates of the PIPES Act and to in-
stitute similar rules for unregulated sections of natural gas-gath-
ering and production pipelines, particularly in urban areas. Tech-
nical assistance grants to local communities need to be authorized
and funded, and PHMSA needs to have the resources necessary to
ensure that many miles of new pipelines being constructed are ade-
quately inspected during construction.

Thank you again for this opportunity to testify today. We hope
that you will consider some of the ideas we have brought forward.
If you have any questions now or at any time in the future, I would
be glad to try to answer them.

Thank you.

Ms. BROWN OF FLORIDA. Thank you.

Mr. Shuster.

Mr. SHUSTER. Thank you, Madam Chair.

I just wanted to take an opportunity to welcome Mr. Paul Metro,
who is here today. He is the Secretary of the National Association
of Pipeline Safety Representatives. His day job is at the Gas Safety
Division of Pennsylvania at the Public Utilities Commission.

I want to thank you for being here today. We know that you reg-
ulate, inspect and enforce State and Federal regulations in the
State of Pennsylvania dealing with natural gas and hazardous
pipelines. So welcome today.

Thank you.

Ms. BROWN OF FLORIDA. Mr. Metro, please.

Mr. METRO. Chairwoman Brown, Ranking Member Shuster,
Members of the Committee, thank you for the opportunity to ap-
pear today on behalf of the National Association of Pipeline Safety
Representatives, commonly referred to as NAPSR. NAPSR is a
nonprofit organization of State pipeline safety personnel.
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My name is Paul Metro. I am the national Secretary of NAPSR,
and I am also the Gas Safety Program Manager for the Common-
wealth of Pennsylvania. NAPSR members are partners with the
U.S. DOT in pipeline safety, and we provide inspection enforcement
of the Federal and State pipeline safety regulations in the country.

Since the Pipeline Safety Act was signed into law in 1968, States
have been serving as stewards of pipeline safety by acting as cer-
tified agents for implementing and enforcing Federal safety regula-
tions. State pipeline safety personnel represent more than 80 per-
cent of the State-Federal inspection workforce. State inspectors are
the first line of defense at the community level to promote pipeline
safety, underground utility damage prevention, and public aware-
ness with regard to gaseous and liquid pipeline systems.

I have submitted written testimony for the record describing the
role of the States in maintaining or enhancing pipeline safety. The
testimony explains a State’s focus in providing pipeline safety and
makes recommendations as to Federal assistance that is needed by
State programs to implement the Federal mandates. The testimony
highlights NAPSR’s view with regard the two key points.

First, NAPSR recommends that new mandates only be imposed
by this reauthorization process if it is proven that existing man-
dates do not work. The last three reauthorizations have created
several mandates in the natural gas and hazardous liquid indus-
tries and regulatory bodies. The States and the industry need more
time to fully assess and evaluate the effects of the mandates.
NAPSR inspects almost 2.3 million miles of pipelines and over
9,000 system operators. The imposition of additional mandates now
would only exacerbate the hardships that State pipeline safety pro-
grams are currently under, which brings me to my second point:

Because of current revenue shortfalls in their economies, many
States are having trouble meeting the means test provided for in
the 2006 Pipeline Safety Act. As a condition for awarding Federal
pipeline safety grants, the Secretary of Transportation is author-
ized to waive the means test in the PIPES Act. However, the condi-
tion for such a waiver to be granted has not been identified or de-
fined. Facilitating State access to Federal grant funds under special
circumstances is within the purview of Congress.

As partners with the U.S. DOT and given the regulatory prior-
ities recognized in the PIPES Act, the State programs are focusing
on four major safety elements: performing ongoing inspections of
pipeline facilities to verify operator compliance, supporting exca-
vation damage prevention, ensuring pipeline system integrity, and
practicing fiscal responsibility through the management of risk and
pipeline safety.

Part of fiscal responsibility also lies with the Federal Govern-
ment living up to its original promise made in 1968, which pro-
vided for 50 percent funding of State expenditures for pipeline safe-
ty. Most recently, the PIPES Act of 2006 authorized a thorough
funding goal of up to 80 percent of the State’s program costs. Still,
during the calendar year, it can be shown that the State’s gas con-
sumers funded more than 68 percent of the State program costs.
Adding funding was appropriated by Congress in fiscal year 2009
and 2010, but the previous mentioned means test and the pipeline
safety law threatens the availability of future grants funded to
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States that are not able to collect sufficient revenue from their resi-
dences and businesses.

In other words, many of the State’s pipeline safety budgets have
been reduced due to severe economic budgetary conditions, and the
States cannot continue to fund 68 percent of the program costs.

NAPSR recommends a modification to the 2006 PIPES Act,
which would define specific conditions for which a waiver could be
granted to a State without significant delay and without affecting
pipeline safety. The current reauthorization process could mitigate
the unintended consequences of section 60107(b) by changing the
requirements of utilizing a rolling average of the previous fiscal
year’s State expenditures to a 3-year average of State expenditures
computed on the basis of fiscal years 2004, 2005, and 2006.

It is now up to the congressional Committee to adjust authorized
funding for State pipeline safety grants over the next 4 years and
to facilitate State access to such funding so the States can continue
to carry out their programs and fulfill the congressional mandated
expanded safety programs even during times of economic stress.

Thank you, Madam Chairwoman, and I will be glad to answer
any questions.

Ms. BROWN OF FLORIDA. Mr. Black.

Mr. BrAck. Thank you, Madam Chairman, Ranking Member
Shuster, Members of the Subcommittee.

I am Andy Black, President and CEO of the Association of Oil
Pipelines. I appreciate the opportunity to appear on behalf of AOPL
and API, the American Petroleum Institute.

I will discuss the oil pipeline industry’s commitment to safety,
our improved safety record and why we believe pipeline safety re-
authorization should be narrowly focused on existing programs,
specifically damage prevention.

Pipelines are the safest, most reliable, economical, and environ-
mentally favorable way to transport oil and petroleum products to
the Nation’s refineries and communities, including all grades of
gasoline, diesel, jet fuel, home heating oil, and propane. Transpor-
tation rates are low, regulated by FERC, generally stable and pre-
dictable, and do not fluctuate with changes in commodity fuel
prices.

Pipelines have every incentive to invest in safety. The most im-
portant is the potential for injury to members of the public, our em-
ployees and our contractors. We could also incur costly repairs,
cleanups, litigation, and fines, and the pipeline may not be able to
accommodate its customers.

On many pipelines, operators use automated systems that detect
releases or other abnormal operating conditions. Controllers are
trained to identify signs of leaks and to respond quickly to shut off
product-flow to isolate an incident. Pipeline operators are required
to have response plans in place, conduct regular emergency re-
sponse drills on worst case discharges, and conduct exercises in co-
operation with local first responders to ensure that emergency pre-
paredness and planning is at a continued state of readiness. Pipe-
line companies perform visual inspections along rights-of-way, in-
cluding from the air, 26 times a year, for signs of damage, leakage
and encroachment.
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Operators are required to develop an integrity management plan
for segments of pipelines that could affect high-consequence areas
near population centers or sensitive environmental areas. Liquid
pipeline operators conducted baseline assessments prior to March
2008, identifying threats to their pipelines and applying tech-
nologies to address identified threats. This includes inline inspec-
tion by so-called “smart pigs.” Full reassessments that are under-
way for liquid pipelines must be done within 5 years and are re-
quired into the future.

Pipelines have the best safety record of any transportation mode.
Still, we had a wake-up call after the Bellingham, Washington fa-
talities in 1999. Congress and the Office of Pipeline Safety asked
more of pipelines, and industry has done more. Pipelines have
spent billions of dollars on integrity management, far exceeding
earlier estimates. More than $1 billion has been spent by compa-
nies representing just 15 percent of DOT-regulated pipelines over
just the past 5 years. We expect this upward trend in compliance
costs to continue.

As a result, liquid pipeline spills along rights-of-way have de-
creased over the past decade in both volume of releases and num-
ber of releases. We are proud of this improved record, but we are
not content. We still strive for zero releases.

What could be done to make pipelines even safer?

We need help preventing excavation damage, which is less fre-
quent today but still accounts for 31 percent of all significant pipe-
line incidents on the liquid side.

Our members helped establish and support one-call centers,
which serve as the clearinghouse for excavation activities, using
the 811 national “call before you dig” number that Congressman
Shuster mentioned, but in some cases State laws requiring the use
of 811 do not exist, are weak or incomplete or are not adequately
enforced. In many States, State agencies, municipalities and other
local entities are exempted from requirements to use the one-call
system. These exemptions create a gap in enforcement and safety
because the threat of pipeline damage is the same regardless of
who the excavator is.

We believe the Office of Pipeline Safety is headed in the right di-
rection with its proposal of last year, which draws on authority
from Congress for Federal enforcement in States with inadequate
programs. We urge OPS to complete this rulemaking and even re-
quire termination of these exemptions by the States or risk Federal
enforcement or loss of grant funds.

OPS finalized a control room management rule last year. The
NTSB read it, and removed the issue of pipeline controller fatigue
from its “most wanted” list of transportation safety improvements.
The industry is hard at work developing implementation plans. In
2008, OPS issued regulation for low-stress pipelines within a half
mile of an unusually sensitive area. We believe focusing on these
areas was the right approach.

Congress has provided OPS with a thorough set of tools to regu-
late pipeline safety. We see no reason for Congress to greatly ex-
pand the pipeline safety program or impose significant new man-
dates upon OPS or industry. We do believe Congress should en-
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courage OPS to complete its rule on damage prevention, dis-
allowing any exemptions to one-call requirements.

We look forward to working with Congress, OPS and other stake-
holders to improve pipeline safety and to reauthorize pipeline safe-
ty laws. Thank you.

Ms. BROWN OF FLORIDA. Mr. D’Alessandro.

Mr. D’ALESSANDRO. Good afternoon, Madam Chairwoman and
Members of the Committee. I am pleased to appear before you
today.

Ms. BROWN OF FLORIDA. Pronounce your name.

Mr. D’ALESSANDRO. My name is Rocco D’Alessandro.

Pipeline safety is a critically important issue, and I thank you for
not only holding this hearing but for all of the work that you and
your colleagues have done over the years to ensure that America
has the safest, most reliable pipeline system in the world.

I am testifying today on behalf of American Gas Association,
AGA. Founded in 1918, AGA represents 195 local energy compa-
nies that deliver natural gas throughout the United States. There
are more than 70 million residential, commercial and industrial
natural gas customers in the U.S., of which 91 percent, nearly 65
million customers, receive their gas from AGA members.

Our message today is a simple one. We believe that the current
pipeline safety law is working well and that it should be reauthor-
ized this year. The 2006 PIPES Act included significant mandates
that the industry is in the process of implementing. Given this, we
do not believe there is a need for change in the pipeline safety stat-
ute at this time, but, rather, we urge the Committee to reauthorize
current law.

Safety is our top priority. We spend an estimated $7 billion each
year in safety-related activities. I want to assure the Committee
that the natural gas industry has worked vigorously to implement
these provisions that relate to our sector. From a regulatory per-
spective, the past 10 years have easily included far more major
pipeline safety rulemakings than any other decade since the cre-
ation of the Federal pipe code in 1971.

Specifically, there are four core provisions of the PIPES Act of
2006 that are key to enhancing the safety of distribution pipeline—
excavation damage prevention, distribution integrity management
programs, excess-flow valves, and control room management.

Excavation damage represents the single greatest threat to dis-
tribution system safety, reliability and integrity. Regulators, nat-
ural gas operators and other stakeholders are continually working
to improve excavation damage prevention programs through State
legislative changes and regulatory actions.

The 2006 PIPES Act required DOT to establish a regulation pre-
scribing standards for integrity management programs for distribu-
tion pipeline operators. They published the final rule on December
4 of last year. The effective date of the rule was just February 12
of this year. Operators are given until August 2 of 2011 to write
and implement the program. It will impact more than 1,300 opera-
tors, 2.1 million miles of pipe, and 70 million customers.

The final rule effectively takes into consideration the wide dif-
ferences that exist between natural gas distribution operators. It
allows operators to develop a DIMP plan that is appropriate for the
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operating characteristics of their distribution delivery system and
the customers they serve. Operators are aggressively implementing
DIMP.

The 2006 PIPES Act mandated that DOT require natural gas
distribution utilities to install an excess-flow valve, EFV, on new
and replacement service lines for single-family residences. Opera-
tors have installed an estimated 950,000 EFVs since the June 1,
2008 date.

I do want to emphasize that Congress was absolutely correct in
limiting the EFV mandate to single-family resident dwellings. It is
inadvisable to attempt mandatory nationwide installation of EFVs
beyond the single-family resident class to multi-family dwellings,
commercial and industrial customers due to the inherent uncer-
tainties and complexities associated with the service lines and vari-
ations in gas. Since EFVs are designed to shut down when there
is a significant change in gas flow, these variations could result in
the inadvertent closure of an EFV and interrupt gas service for
multiple days. An inadvertent EFV shutdown of a commercial or
an industrial facility, like a hospital or a chemical plant, could cre-
ate greater safety hazards than the release of gas the EFV was at-
tempting to prevent.

In summary, many of the mandates within the 2006 PIPES Act
have just become regulation, and the government and industry are
working to implement these regulations. AGA believes that the
congressional passage of pipeline safety reauthorization this year
will send a positive message that the current law is working and
emphasize the commitment that Congress and all the industry
stakeholders have to securing the safety of the Nation’s pipeline
system.

We look forward to working with you to secure reauthorization
this year. Thank you.

Ms. BROWN OF FLORIDA. Mr. Sypolt.

Mr. SypoLT. Madam Chair, Members of the Subcommittee, thank
you for having me testify today on the safety of the Nation’s energy
pipeline network.

I am Gary Sypolt, CEO of Dominion Energy. I am responsible for
Dominion’s natural gas businesses.

Dominion is one of the Nation’s largest producers and trans-
porters of energy, with a portfolio of more than 27,500 megawatts
of power generation, 12,000 miles of natural gas transmission,
gathering and storage pipelines, and 6,000 miles of electric trans-
mission lines.

Today, I am testifying on behalf of the Interstate Natural Gas
Association of America, or INGAA, which represents the interstate
natural gas pipeline industry in North America. INGAA’s members
transport the vast majority of the natural gas consumed in the U.S.
through a network of about 220,000 miles of large diameter pipe-
line. These transmission pipelines are analogous to the Interstate
Highway System. In other words, these are high-capacity transpor-
tation systems, spanning multiple States or regions.

Natural gas is increasingly being discussed in the context of the
climate change debate as a partner with renewables in reducing
overall emissions from power and transportation sectors. Many of
you might also have heard about the recent boom in new domestic
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natural gas supply development, particularly from the shale depos-
its. This all has a safety dimension.

Our industry continues to expand at impressive levels due to the
growth in both natural gas supply and demand. As we expand,
though, the natural gas pipeline network is touching more and
more people, and those people want to be assured that this infra-
structure is safe and reliable. In other words, safety is and always
will be our industry’s main focus. By all measures, natural gas
transmission pipelines are safe, but our safety record is not perfect.
Accidents do happen, and our job is to continuously improve our
technologies and processes so that the number of accidents con-
tinues to decline.

My written testimony highlights some of the statistics with re-
spect to accidents in the natural gas transmission sector. The main
point I would like to make is that our primary focus has been on
protecting people, and as a result the number of fatalities and inju-
ries associated with our pipelines is low. We want it to be even
lower.

One of the main programs the industry has implemented over
the last decade has been the Integrity Management Program, or
IMP. This program, which was mandated by Congress in 2002, re-
quires natural gas transmission pipelines to, one, identify all seg-
ments located in populated areas, called “high-consequence areas”;
two, undertake assessments or inspections of those segments with-
in 10 years; three, remediate any problems uncovered, including
precursors to future problems; and, four, undertake reassessments
every 7 years thereafter.

We are far along in this process. In fact, we have already started
to perform reassessments at the same time we are finishing base-
line work. My written testimony includes some data on the results
of the work done thus far. There are two important takeaways from
this work that I would like to share with the Subcommittee.

First, the data strongly suggests that, in reassessments, the
numbers of precursors to corrosion we are finding are significantly
lower than those found in baseline assessments. Since corrosion is
a time-dependent phenomenon that occurs over a fairly predictable
time frame, these periodic reassessments are able to catch corro-
sion precursors before they manifest themselves into failures.

With all that said, the other takeaway is the technology for con-
ducting these assessments, primarily internal inspection devices
known as “smart pigs,” which continue to develop and improve over
time. A new generation of these devices is currently being em-
ployed, and it is giving us a clearer, more granular view of the con-
dition of our pipeline systems.

In the last 4 years, there have also been several additional im-
provements in pipeline safety, including a new rule on pipeline con-
troller fatigue mitigation. INGAA worked with the other pipeline
associations and with PHMSA in developing a new standard for
controller fatigue that meets the recommendations made by the
NTSB in 2001.

My written testimony includes some other safety initiatives that
have been completed in recent years as well. This leads to my main
point.
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The pipeline safety program, at least with respect to natural gas
transmission pipelines, is working well to reduce accidents and pro-
tect the public. PHMSA has the authority it needs to improve
standards over time. INGAA believes that, given this level of per-
formance and in addition to the short amount of time remaining in
this Congress, the simple reauthorization of the Pipeline Safety Act
is a logical step for Congress to make. We support a straight-
forward authorization that leaves the current programs in place. It
will be a pleasure to work with you in enacting such a bill. How-
ever, if you choose to broaden the bill, we would offer the following
suggestions:

Damage prevention is critical to our industry. State one-call pro-
grams are essential to avoiding accidents and to preventing fatali-
ties and injuries. I am pleased to say that our home State of Vir-
ginia serves as a model for the Nation. However, some States still
exempt some of the most significant excavators from their pro-
grams, such as State highway departments and their contractors,
municipal governments, and railroads. All excavators should have
to call before they dig.

Secondly, as we implement the IMP program, it is becoming clear
that the 7-year reassessment program requirement mandated by
the 2002 reauthorization bill is not necessary. In fact, a more in-
formed risk-based approach is a more logical form of determining
the appropriate reassessment period. Both the GAO and PHMSA
have recommended that Congress update this 7-year reassessment
requirement. We support these recommendations.

Lastly, we ask that Congress charges PHMSA with identifying
and retiring legacy regulations that have become redundant in the
new integrity management era.

Madam Chair, we are proud of the safety improvements our in-
dustry has made over the last decade. We hope that you agree that
much has been improved. Thank you again for inviting me to tes-
tify today.

Ms. BROWN OF FLORIDA. Thank you.

Mr. East.

Mr. EAST. Thank you, Madam Chair, Ranking Member Shuster,
and Members of the Subcommittee.

My name is Dan East. I am a district manager for Reynolds, In-
corporated, and I am based out of Albuquerque, New Mexico. I also
serve as the NUCA, or the National Utility Contractors Associa-
tion, Chairman. NUCA represents the contractors, manufacturers,
and suppliers that rebuild and build America’s infrastructure.

We appreciate the opportunity to provide comments to the imple-
mentation of the Pipeline Inspection, Protection, and Enforcement
Act of 2006. The PIPES Act will result in the evaluation of State
one-call and damage prevention laws that may be inadequate if
and when Federal intervention may be required.

As I have stated, NUCA members work to repair and build
America’s aging underground infrastructure. Ladies and gentle-
men, we are digging around the clock, but so many times we have
dealt with underground facility owners and operators who mismark
or do not mark their facilities. This happens more times than not.
We understand that the PIPES Act authorizes Federal enforcement
of State one-call and damage prevention laws. We just want to
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make sure that we hold all parties accountable. Now, it might come
as a surprise to some of you, but we as excavators want to see
quality enforcement. We see the lack of enforcement all the time.

Now, what do I mean by “quality enforcement”?

One, we have laws in place today that when we, the excavator,
hit a properly marked utility, we are required to make restitution
for that utility, but today there are no means for the excavator to
recoup losses resulting from a mismarked utility. What I mean by
that is that we can spend hours and hours and hours looking for
a utility that has been mismarked, and we are not able to recoup
those downtime costs. After we have spent those hours looking for
this utility and we move on with our excavation for another 5, 10,
15 feet and we hit that utility, now we have a serious safety issue,
one where people can get hurt, and we must spend months defend-
ing ourselves against that utility.

For instance, right now I am dealing with year-old mismarked
utilities in a project in Taos, New Mexico, and it is a continual
fight to prove ourselves that we were in the right.

We understand, as excavators, we have to call the one-call notifi-
cation centers, we have to wait the required time for the utility to
mark their services, and we dig carefully around those utilities. We
do this day in and day out. What we are wanting to see is effective
and balanced enforcement, but please remember it needs to be bal-
anced.

NUCA has also been involved with the Common Ground Alliance
since its inception in 2000. As many of you know, the CGA came
out of a 1999 Common Ground Study, which proved to be a true
testament to the spirit of shared responsibility in damage preven-
tion among all stakeholders. It is a shared responsibility that
makes damage prevention truly possible. We have represented the
excavation community ever since, and we are proud to say that we
have been a part of its success for the last 10 years.

We see a lot out there, ladies and gentlemen, but I would like
for you to understand that we need a balanced enforcement so that
both the utility and the excavator meet their responsibilities.

Again, 1 thank you for the opportunity to testify before you
today, and I look forward to any questions that you might have.
Thank you.

Ms. BROWN OF FLORIDA. Thank you all for your testimony.

Mr. Shuster, do you want to go first?

Mr. SHUSTER. Sure. Thank you very much.

From what I hear from Messrs. Black, D’Alessandro, Sypolt, and
East—and any one of the four of you can correct me—the PIPES
Act is—you are pleased with where it is today. It hasn’t been in
place long enough. You haven’t been able to implement for a long
enough period of time to determine whether it is very good or
good—or maybe there are some things we have tweaked in it—and
as we move forward on the authorization, you want to stay along
the same path with some changes here and there.

Is that a fair assessment, Mr. Black?

Mr. BLACK. Yes, sir, although we encourage attention to damage
prevention, as I mentioned.

Mr. SHUSTER. Right.

Mr. D’Alessandreo.
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Mr. D’ALESSANDRO. We would just like the chance to keep imple-
menting the 2002 and finish up, and the 2006 DIMP plans are just
being written right now.

Mr. SHUSTER. OK.

Mr. SypoLT. We believe, Congressman, that the rule works, and
we believe that what we have really seen from the data is that it
is working very, very well, and the amount of issues that we have
are certainly declining, and we expect them to further decline.

Mr. SHUSTER. Mr. East.

Mr. EAST. I would also sentiment that agreement, along with the
other three parties here, that, yes, it is working. However, it is at
this point a little bit unbalanced toward the utility and not the con-
tractor, and that is where we need to see some adjustments.

Mr. SHUSTER. You would like to see that the exemptions that
exist today should not exist for railroads, State DOTSs, and every-
body should have to call before they dig?

Mr. EAST. That is correct. Yes, sir.

Mr. SHUSTER. That is your main bone of contention with it?

Mr. EAST. Yes.

Mr. SHUSTER. Mr. Metro, I think I heard you say that it hasn’t
been in place long enough to really get a good feel to be able to
measure it. So you are in somewhat of agreement with the rest of
the panel?

Mr. METRO. That is correct. The States would like to see some
extended time to see if these mandates work.

Mr. SHUSTER. Right.

Mr. Weimer, in fairness, to be fair and balanced, I understand
you don’t see it quite the way the rest of them do, so I will give
you 30 seconds to just give me a synopsis of the major points that
you want to see changed.

Mr. WEIMER. We actually agree that the law has done a very
good job and is moving forward. We just see that it can be built
upon, and more miles of pipeline can be included so people that
aren’t included under those protections do fall under those protec-
tions.

Mr. SHUSTER. OK. Thank you.

As far as the control room management rule that DOT released,
are there any aspects of it you and industry would like to see
changed? Are you pleased with that?

I have got an understanding of how the folks work in a control
room. For most of you, is it fair to say that a lot of folks who are
working the 3 days/12-hour shifts are happy and you are putting
some things in place that are keeping them alert and not run
down?

Mr. Black, why don’t we start with you and go down the table.

Mr. BLACK. We think it is a good rule. We largely support it. We
are busy at work implementing it. We would like to iron out one
issue of a definition of how it is applied to a control room and a
controller. We think this can be done in upcoming workshops.

Mr. D’ALESSANDRO. Almost the same content. We are in the proc-
ess of writing it. We are happy with the way it is coming across.
Again, I think our people, the controllers, are happy with the hours
and satisfied.
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Mr. SypoLT. We would echo that. Certainly, our controllers love
the schedule. They come back to work well rested and can con-
centrate well on their jobs.

Mr. SHUSTER. Mr. East, you don’t have control rooms. You build
them. You build the control rooms.

Mr. EAsT. Exactly.

Mr. SHUSTER. Mr. Weimer, do you have any thoughts on what
has happened?

Mr. WEIMER. We think it was a good rule, and we are glad to
see that it is being implemented.

Mr. SHUSTER. OK. Mr. Metro, as far as the Marcellus gas find
and the pipelines, I think Mr. Carney started asking questions
about this. Do we have any idea what percentage increase in Penn-
sylvania we are going to see in pipeline construction?

Mr. METRO. It is going to be a tremendous increase. In 2009,
Pennsylvania DEP issued 1,854 well permits. So, just based on
that, we know there are going to be a tremendous amount of pipe-
lines being built.

Mr. SHUSTER. And you are equipped to handle the inspection and
all that is going to come with those pipelines coming?

Mr. METRO. Not at this time.

Mr. SHUSTER. Right, and that is what you talked about as the
shortfall in the State budgets.

What is the major—is it not enough personnel or the mandates
you have to go out and——

Mr. METRO. Pennsylvania has a little bit of a unique problem.
We are the only State in the Union that does not have the ex-
tended authority to regulate pipelines that are not utilities, so we
are working on the process of getting that extension with the Penn-
sylvania legislature. If we can get that extension, then we can get
full jurisdiction over the non-utility pipelines, and then we will beef
up our personnel as we go through; but as you are well aware,
Pennsylvania has budgetary issues, and we will do the best we can
with the people that we have, and we use a risk assessment model
to do those type of inspections.

Mr. SHUSTER. I understand that 80 percent of the inspectors out
there are employed by the States. As I was talking to the Adminis-
trator earlier, the number is 135 on the Federal level. Is 135 the
right number? Should it be 185 or should it be 105? Your inter-
action with the Federal Government, how does that go?

Mr. METRO. Well, from Pennsylvania’s perspective and from the
other States’ perspectives, it would be nice to see additional Fed-
eral safety inspectors in the field. Pennsylvania has one inspector
that resides within Pennsylvania, a Federal inspector, so it would
be nice to see additional people.

Mr. SHUSTER. GAO has come out and said that a risk-based focus
on pipeline testing would be a better way to go than just the 7
years.

What are your thoughts on that?

Mr. METRO. Well, we haven’t seen enough data yet to see if the
7-year is sufficient. However, I would note that many of the States
use risk analysis when they perform their inspections. So risk anal-
ysis definitely would be an issue that we would like to look at.

Mr. SHUSTER. Right.
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Mr. Weimer, your view on the risk-based?

Mr. WEIMER. Yes, we also think there has not been enough data.
Congress gave the natural gas industry 10 years to do the first set.
We are not through that whole 10-year period yet, so we think we
need to get through a couple of cycles——

Mr. SHUSTER. How far along are we, do you know?

Mr. WEIMER. Oh, I think we are into—well, it was passed in
2002 and then kicked off in 2004, so we are really about 6 years
into the whole cycle.

Mr. SHUSTER. And industry, Mr. Black and Mr. D’Alessandro,
your thoughts on the risk-based. How confident are you that that
is the way to go?

Mr. BLACK. Liquid pipelines are a little farther along. We have
completed our first baseline assessments. We are in the reassess-
ments now. This was not in our testimony, but it is an intriguing
idea. It sounds like one for the regulator to consider well.

Mr. D’ALESSANDRO. We have completed our first round on our
transmission, and we have always had a risk-based model system.
We have also always used a risk-based model system for the dis-
tribution pipes, which now the DIMP follows a risk-based system.

Mr. SypoLT. We certainly believe the risk-based assessment is a
better way to go than the 7-year period.

Basically, we have started reassessments already as we complete
our baselines, and we find less and less significant issues in the re-
assessment—in fact, less than 10 percent of what we found in the
baseline, which says the corrective action we are taking has been
working. So we are very pleased with that, and we did get a tre-
mendous amount of data that we looked at to help us decide how
to determine what risk we really have and what period of time we
should have.

Some pipelines actually would be more frequent than 7 years.
Some would be maybe less than that depending on the information
that we find. What it allows us to really do, though, is to take the
resources that we have and use them to their best benefit so that
we can address those pipelines that we feel are of higher risk than
others.

Thank you.

Mr. SHUSTER. Mr. East, do you have any view on that? Though
you are probably not going to be testing them. You are going to be
fixing them.

Mr. EAST. We are into fixing them, that is correct; but in listen-
ing to the testimony, risk-based does make more sense than a fixed
7-year time period.

Mr. SHUSTER. Right. OK. Well, I don’t have any further ques-
tions, so I yield back to the Chairwoman.

Ms. BROWN OF FLORIDA. Thank you.

I have a series of questions. Mr. Weimer, I will start with you
becalilse we just finished talking, and I want to get you on the
record.

Do you oppose a prior Bush, now Obama administration, pro-
posal to eliminate this 7-year reinspection requirement for gas op-
erators? How do you feel about that?

Mr. WEIMER. Yes, we oppose it. At this point, we think we need
to get through the whole 10-year period and see a couple of the sec-
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ond-year reassessments. It would be nice if the data were shared
with the public so the public could see, company by company, what
the real reassessments are.

We think, in reality, there may be a time in the future when
such risk-based is a good idea, but that puts more emphasis on the
regulators then to be able to keep track of what the industry is
doing, where an automatic reinspection interval kind of is better
for the public, in our view.

Ms. BROWN OF FLORIDA. What percentage do we inspect?

Mr. WEIMER. Well, on the natural gas side, only about 7 percent
of the natural gas transmission pipelines fall within the integrity
management rules. Now more lines than that are being inspected,
but those results aren’t totally shared with the public.

Ms. BROWN OF FLORIDA. Mr. Metro, I have a question. I asked
earlier about the grant program. We are talking about the legal
mandate that we get up to 134 Federal inspectors, but with the
grant program, I was asking about the waiver because basically we
WOI‘}){ with the State partners. How does that program work for
you?

Mr. METRO. In Pennsylvania, which I can give you an example
of, we receive about 60 percent currently for funding through the
State grant. That number has increased over the last couple of
years. Previously, it has been hovering around 40 percent, any-
where from 40 to 50 percent.

With our States’ budgets and the economic situation that we are
in, more States are looking toward the Federal Government to aid
them in their budgetary problems. Now, this year, the States and
the National Association of Pipeline Safety Representatives went to
PHMSA and asked for a waiver because of the economic situation,
and PHMSA granted it. We need some help on that in the reau-
thorization. That waiver needs to be made easier for the States.
The process needs to be made easier.

Ms. BROWN OF FLORIDA. OK. I think that that is one way to—
it is all the same money. It is all the taxpayers’ money, and that
is one way to stretch it and make sure we give them the safety
standards if the State is doing the inspections.

Mr. METRO. I agree.

Ms. BROWN OF FLORIDA. So you are saying that we need to look
at how we can work with the Department to make sure the waiver
program works better.

Mr. METRO. Yes. NAPSR would work closely with PHMSA to try
to develop some type of program to make this waiver process bet-
ter.

Ms. BROWN OF FLORIDA. Mr. Black, you indicated, because of the
program, that the industry has had to spend about $1 billion. How-
ever, it seems to me that you have identified about 32,000 repairs
that were made, and out of those 32,000 repairs, 6,800 of them
were serious. It seems to me that maybe you all have saved billions
of dollars, because if the system had not worked you could have
been faced with the situation that we are facing in another cat-
egory.

Mr. BLACK. Yes, absolutely, Madam Chair. We think money
spent on safety pays off.

Ms. BROWN OF FLORIDA. OK.
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Mr. Sypolt, in your testimony, you indicated that you would like
for us to eliminate the 7-year.

Mr. SYPOLT. Yes, ma’am.

Ms. BROWN OF FLORIDA. Would you like us to go to a 5-year? 1
know that is not what you are recommending.

What are you recommending?

Mr. SypoLT. What we recommended, Madam Chair, is that we
look at the reassessment period based upon a risk-based analysis
rather than a defined period of time, and there may be some pipe-
lines based on that risk analysis that you would do more often than
7 years and some less often than 7 years. By being able to look at
the data, to look at the prior information from the baseline pig run,
you know, we would have a better view of where we could get the
most benefit from spending our resources so that we actually con-
centrate on those lines that may be of higher risk than others.

Mr. SHUSTER. Madam Chair, could I just ask a quick follow-up?

Ms. BROWN OF FLORIDA. Go ahead.

Mr. SHUSTER. Could you give us a picture of what that looks like,
risk-based? Is that high population areas? Is that environmentally
sensitive areas?

Mr. Syport. It would take both of those into consideration. It
would take into consideration, Mr. Congressman, many other
things as well—soil conditions. In fact, I think you heard Ms.
Quarterman this morning talk more about leaving rocky areas and
going into water or different soil conditions. We look at soil condi-
tions. We look at the make of the pipe. We look at the wall thick-
ness of the pipe and the pressure at which it operates—clearly,
what we have seen with regard to the prior corrosion on the pipe-
line system. So it takes into consideration a great deal of informa-
tion. It is not just something where we say, Well, we would like to
do A at this and B at that.

Mr. SHUSTER. Thank you.

Ms. BROWN OF FLORIDA. What do you think about the fact that
we are only inspecting from 7 percent to 15 percent? What is the
possibility of expanding that pool of inspections if we go to a less
frequent time period?

Mr. SypoLT. I think, Madam Chair, that is an excellent question
and one I am glad you asked me.

The 7 percent really only applies to the regulation in those HCA
areas. It doesn’t mean that is all that our industry is doing. You
know, the pipeline industry, with regard to natural gas trans-
mission lines, actually, through today, has actually run smart pigs
in about 49 percent of the transmission systems in the U.S., and
we expect by 2012 to have run between 60 and 65 percent of that
even though only 7 percent is required.

Ms. BROWN OF FLORIDA. You know, one of the things that we are
finding—we have got to trust our stakeholders. You trust, but you
verify, as Ronald Reagan said. What are the best ways that we can
verify that we are protecting the public?

I would like to hear from some of the other participants on that,
because, when I look at this report, what we are talking about is
British Petroleum. The part of the legislation came out of their
2006 spill, but yet they have been fined over and over again, and
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there has been noncompliance. So what is it we can do when we
find someone in the industry not complying with the regulations?

Mr. SYPOLT. Actually, I have found that PHMSA certainly does
a very thorough job of auditing the natural gas transmission pipe-
lines. In fact, I might even think, at times, they have been some-
what heavy handed in those audits, but they do work very hard to
verify the information that we collect in the audits that we do,
which are lined out, Madam Chair, in great detail.

You know, a pipeline may be required to do, by regulation, more
than a million investigations set on a certain time frame. We have
software packages where we set out the schedules for when those
are to be done. We get notices to our employees so that they actu-
ally know by when they are supposed to have that done. If they get
within 2 weeks of it and they still haven’t completed that investiga-
tion, we get a printout that goes to their supervisors so that they
see that they have not completed that investigation.

Then the dates on which those are there show up on printouts
that the PHMSA auditors and State auditors have an opportunity
to come in and review, and they do. Believe me, they do review
those in great detail. They may come to our offices and spend 3
days on an audit, going through that information that is laid out
in great detail to them. Unfortunately, at times they do find a few
things. There are very few. We strive to comply absolutely with all
i)f those, but occasionally they do find things, and they do fine pipe-
ines.

Ms. BROWN OF FLORIDA. Well, would anyone else like to respond
to that?

Mr. Black.

Mr. BrAck. Well, I would just like to agree that the Congress has
given the Office of Pipeline Safety a lot of tools. They have shown
they are not hesitant to use them. They do inspections. They have
enforcement. They do fines. There are special permit requests that
are denied by the agency. They are pretty active in this.

Ms. BROWN OF FLORIDA. Mr. Weimer.

Mr. WEIMER. Yes. One of the things that we think that could
help increase the trust but also allow people to verify is a better
way gor the public to be able to verify that inspections have oc-
curred.

Congress has done a very good job of helping transparency as far
as incidents. There is a whole incident database now that the pub-
lic can look at. There is an enforcement database so you know if
a pipeline company has had a problem and has been fined, but
there is no way that the public can look and see if a company has
had inspections, what the outcomes of those inspections have been
or how that has been followed up on. So one of the ways trans-
parency could grow would be to put up some kind of an inspection
database so the public could review that.

I think, overall, if the public looked at that, they would find out
that the vast majority of pipelines are being run very safely, so it
would increase the trust in pipelines, but at this point the public
can’t look at that information.

Ms. BROWN OF FLORIDA. Mr. East, you mentioned the one-call
centers. Do you want to expand on that? You say all of the States
don’t have that, but I thought we had a uniform 811 number.
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Mr. EAST. We do have an 811 number, and it is working quite
well, but not all the States have encompassed the 411 or the 811
for contractors, homeowners—whomever—to make that call to get
into the utilities, to have their utilities located, but it is something
that the CGA and everybody is working towards. It has been very
effective. We are slowly getting there. As part of that, though, we
also need to make sure we get all stakeholders signed up to that
811 or their 411 calls to where the municipalities of the utilities—
everybody—is a member of that one-call system so that we get all
utilities located.

Ms. BROWN OF FLORIDA. All right. Thank you.

Mr. Larsen.

Mr. LARSEN. Thank you, Madam Chair. Again, thank you for
having this oversight hearing as we are considering what to do
next with the PIPES Act or with the pipeline safety laws. A couple
questions for Mr. Weimer.

In your testimony, you pointed out that PHMSA’s incident data-
base lists only 70 excavation-related incidents. I apologize if you
mentioned this and I wasn’t here, but you also noted that the Com-
mon Ground Alliance records showed 60,000 incidents in the same
time period.

Can you explain the discrepancy here?

Mr. WEIMER. I think that discrepancy is explained by the
PHMSA’s database. Companies are only required to report inci-
dents if there has been a death, an injury that causes hospitaliza-
tion, or $50,000 worth of property damage, and that is $50,000 in
1984 dollars, so it is really more like $90,000-plus today. A lot of
damage caused by excavation probably doesn’t hit that cost range,
so that is probably why there are only 70 reported under PHMSA.
The Common Ground Alliance captures many more because it is
voluntary, and they keep their results secret. They are saying
60,000, although it is a very hit-and-miss system that a lot of re-
gions haven’t plugged into totally. So there is a big disconnect
there if we want to move forward with damage prevention pro-
grams in a strategic sort of way.

Mr. LARSEN. Yes.

I understand this is a sticking point, perhaps, between the opin-
ions of the Pipeline Safety Trust, and maybe others on the panel,
and I will give others on the panel an opportunity to respond to
it.

You brought up a point regarding the idea to extend PHMSA
oversight to the siting of pipelines. Can you talk a little bit about
what that would look like and why you think that is important?

Mr. WEIMER. Yes. I don’t think I recommended that they have
oversight over siting, but it needs to be integrated better with
siting—the safety and the siting.

Right now, depending on whether it is a natural gas or a liquid
pipeline, FERC might be involved with natural gas. It is the States
or even the U.S. State Department with liquid pipelines, and there
is kind of this disconnect when the U.S. State Department is doing
an EIS on the siting of a pipeline, but PHMSA is doing other proc-
esses like spill plans that are required, the special waivers or per-
mits. Even the high-consequence areas kind of fall outside of that
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EIS process. So, with the public’s trying to be part of that whole
process, there is this disconnect.

There are also some concerns. PHMSA did a number of inspec-
tions about a year ago and held a workshop where they went in
and inspected 35 sites and found a wide range of problems on con-
struction of new pipelines. They found coating damage. They found
pipes that were bought that were not the correct pipes being put
in the ground incorrectly, welded incorrectly.

What it really brought to mind was that we need to make sure
that PHMSA has the resources so they are on site when they are
building these thousands and thousands of miles of new pipeline,
and I don’t think that is how it has happened in the past.

Mr. LARSEN. Mr. D’Alessandro or Mr. Black?

Mr. D’Alessandro, you have been pleasantly, you know, patient,
so I will give you a chance to maybe respond to that.

Mr. D’ALESSANDRO. From our industry point of view, I am not—
you know, from the distribution point of view, I think I would defer
to the bigger sized pipes.

Mr. LARSEN. OK. Mr. Sypolt.

Mr. SyporT. Mr. Congressman, I was waiting for Mr.
D’Alessandro to respond. Would you please repeat the question?

Mr. LARSEN. It was basically to respond to Mr. Weimer’s com-
ments about what role PHMSA would play in the siting of pipelines
and that there is maybe a disconnect between the safety aspects
and the siting aspects.

Mr. SYpPoLT. I guess I haven’t seen PHMSA’s role in siting. I
have seen that more in FERC, in the FERC process. You know,
public meetings are held where the public can come and find out
about and learn about the activities of the pipeline construction as
well as the risks of the pipelines.

PHMSA, though, does come out and audit the construction activ-
ity, and I think that is, you know, beneficial for them to do that.
Certainly, they have the regulation in place that allows them to do
that today.

Mr. LARSEN. Madam Chair, the clock didn’t start, so I am not
quite sure how much time I have got. OK.

Just generally, you know, we are considering the reauthorization
that is up this year. As I said to the first panel, we could just
change the dates on this thing and move on. That is one end of the
spectrum. The other end of the spectrum would be some level of
changes made, probably more major changes, but I guess I sense
we are not looking at a full overhaul, but we are looking at maybe
some changes to the act.

Generally, are the guardrails on this reauthorization kind of de-
fined fairly well?

Mr. Weimer.

Mr. WEIMER. I think that is true. I think, in the last two reau-
thorization cycles we have dealt with a lot of the low-hanging fruit,
and now we are looking at things that are already existing, maybe
pushing the edges of those and expanding those slightly but noth-
ing—no new major initiatives.

Mr. LARSEN. Mr. Black.

Mr. BLACK. There is a lot that this agency has done recently, and
there is a lot that we are implementing. We think that is working.
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The safety record is coming down on liquid and gas pipelines. I
don’t think there is a lot that we ask you to do. Pardon me for
being repetitive.

We do encourage you to look at damage prevention. It is an in-
teresting policy issue to have the State enforcement of damage pre-
vention but have the Federal authority to step in when a State
doesn’t have an adequate plan. That is what the Office of Pipeline
Safety is working on right now. I hope that you all will encourage
them to move forward to do that. One, but not all, of the issues in
there is of the one-call exemption. We hope that, of the 41 States
that have some type of exemptions for one-call, they will either
s;clep up themselves or find the Federal Government doing it for
them.

Mr. D’ALESSANDRO. We believe we need a chance to get DIMP
implemented. The plans aren’t due until August. Our TIMP, the
Transmission Integrity Management Plan, we have gone through.
We are on our second reassessment. We feel we have got enough
data, that we have got everything we need to move forward. Dam-
age prevention numbers are getting better. They are showing im-
provement. So I think we are fine in moving straight forward.

Mr. LARSEN. Yes.

Mr. SypoLT. Mr. Congressman, we believe that a simple reau-
thorization would actually be beneficial to move forward with. We
did comment on three things that we might change, should the
Congress choose to open up the bill, and we have basically talked
about all those.

The only one that we haven’t mentioned—again, you know, it
may have been for PHMSA to look at some legacy-type regulations
that we believe may have been supplanted by the integrity man-
agement programs of today.

Mr. LARSEN. Right. Yes.

Mr. East.

Mr. EAST. We would concur. However, we do believe that damage
prevention is going down, but if there is an area to tweak in dam-
age prevention we need a little help.

We would like to see the other States get involved with one-call
systems so that all stakeholders are involved with this. We have
worked very hard on the contracting side to work with the munici-
palities and the stakeholders, and if we can all come to terms and
get all of this put together, I believe our damage prevention will
be much greater.

Mr. LARSEN. Mr. Metro, I am sorry, I sort of skipped over you.

Mr. METRO. That is fine.

The States agree pretty much that we would like to see a sim-
plified reauthorization process. It is just that the States would like
to make sure that the revenues and the funds are going to them
appropriately.

Mr. LARSEN. I also noted from someone’s testimony to maybe au-
thorize it for a longer period of time rather than for 4 years. I don’t
know. It might be helpful for us to start, maybe, if we get this
done, doing oversight hearings next year so we are building up to
the next 4 years or whatever time frame so that if, in fact, we do
a 4-year, by year four, we will have gotten that list of things, and
we are just ready to go.
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Mr. LARSEN. We will start negotiating the next reauthorization
today as opposed to the tail end of the reauthorization period. It
just seems to me after we did this in 2002 in 1998 or 1996, maybe
jumping on this a little sooner, for the next round because we are
going to have about 10 years of experience or 12 years of experi-
ence, that we should be able to say, OK, what would the next
iteration look like? This might be better timing for that.

Thank you all.

Ms. BROWN OF FLORIDA. Thank you. I want to thank the wit-
nesses for their testimony and the Members for their questions.
Again the Members of this Subcommittee may have additional
questions for the witness, and we will ask you to respond in writ-
ing. The hearing record will be held over for 14 days for Members
wishing to make additional statements or to ask further questions.

Unless there is further business before the Subcommittee, we are
adjourned.

[Whereupon, at 1:15 p.m., the Subcommittee was adjourned.]
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Subcommittee on Railroads. Pipelines, and Hazardous Materials J(/

“Implementation of the Pipeline Inspection, Protection, Enforcement and Safety Act'of 2006 and
Reauthorization of the Pipeline Safety Program”

May 20, 2010

I am pleased to be here today to receive testimony from the Administrator of the Pipeline
and Hazardous Materials Safety Administration as well as our other distinguished guests
regarding the PIPES Act and the Reauthorization of the Pipeline Safety Program.

Mr. Chairman, | would like to introduce for the record two documents. One is a letter
signed by more than 1100 organizations nationwide, and the other is the latest column by
Thomas Friedman that appeared in the New York Times on May 18. Both address the same,
extremely important issue. Why, Mr. Chairman, as we witness a historically-disastrous oil spill
in the Gulf of Mexico, as this chamber has already passed historic climate change legislation and
the Senate is considering the same, as we meet here today to talk about the safety of oil pipelines,
why is the US government turning a blind eye to a proposed project that is one of the worst
instances of destruction of the environment yet conceived? Iam speaking of the proposed
Keystone XL pipeline stretching more than 2000 miles from Canada to the Gulf Coast that
would bring filthy tar sands oil to the Gulf refineries. Oil from the tar sands of Alberta has 15%
more carbon than even the worst crude oil. As we consider historic climate change legislation,
construction of this proposed pipeline would nullify that step by introducing more carbon-
intensive oil into this country. It is unsafe, it is dirty, it is a massive step backwards, and it
makes no sense. I would plan to ask those testifying today why the government is not paying
more attention to this critical issue.

I'would like to thank the witnesses for attending this important hearing today and look

forward to hearing their response to this pivotal question.
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T&I Rails Subcommittee Hearing on “Implementation of the Pipeline Inspection,
Protection, Enforcement, and Safety Act of 2006 and Reauthorization of the
Pipeline Safety Program”
May 20, 2010

Madam Chairwoman, thank you for holding this important

hearing.

[ would like to recognize Carl Weimer, who is here
testifying on behalf of the Pipeline Safety Trust. Carl is
from Whatcom County in my district, where a deadly

pipeline explosion occurred nearly 11 years ago.

Pipeline safety 1s of great importance to me and my
constituents. On June 10, 1999, a pipeline explosion
claimed the lives of two 10-year-old boys and an 18-year-

old young man in my district in Bellingham, Washington.

In response to this tragedy and several other pipeline
explosions across the country, Congress passed legislation
to strengthen our pipeline safety regulations. The 2002
Pipeline Safety Improvement Act increased penalty fines,

improved pipeline testing timelines, provided
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whistleblower protection, and allowed for state oversight.
In 2006, Congress reauthorized the 2002 law by passing the
Pipeline Inspection, Protection, Enforcement and Safety

(PIPES) Act.

Since that day in June, we have made significant progress
in ensuring the safety of our nation’s pipelines. The
frequency of “high consequence events” to pipelines has
diminished almost 35 percent over the last ten years. Due
to the integrity management program required by the new
law, pipeline operators have made extensive repairs to their

pipelines that otherwise would have led to future accidents.

The 811 One Call program provides a number people can
call before they dig to make sure that they won’t hit a
pipeline. And Congress has significantly increased the

number of pipeline inspectors in the field.

However, we must remain vigilant, and that’s why today’s

hearing is so important.
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In preparing for today’s hearing, my staff and I have spoke
with several of our witnesses. The implementation of the
2006 law seems to be going very well, with one notable

exception.

PHMSA has not begun the rulemaking process for Phase 11
of the low-stress rule, and has not indicated when it will do
so. Ilook forward to hearing PHMSA'’s plans for initiating
this rulemaking and their explanation for why it has taken

so long to begin this process.

PHMSA is also still in the process of implementing federal

enforcement of third party excavation damage to pipelines.

And although I commend President Obama for requesting
Fiscal Year 2010 funding for all 135 authorized inspectors,
[ am concerned that PHMSA only has about 94 inspectors

currently on-duty.

The PIPES Act is due for reauthorization this year. I hope

this hearing will spark a robust discussion about what
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reauthorization might look like and if there are any pressing

issues that need to be addressed.

From reading the testimony, it appears as if nearly all of
our witnesses agree that Congress and PHMSA should
clarify that states should not exempt municipalities, state
transportation departments and railroads from their damage

prevention “one call” rules.

And some of our witnesses, including PHMSA, believe that
Congress should permit risk-based reassessment intervals

for natural gas transmission pipelines.

Other issues, such as expanding the miles of pipelines that
fall under Integrity Management rules, PHMSA’s data
reporting requirements, and expanding the use of excess

flow valves are also covered by the testimony.

I look forward to delving into these issues with our

witnesses.
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Whether or not Congress decides to pursue a simple
reauthorization of existing programs or creates new
pipeline safety mandates and programs, I believe it is
important that Congress reauthorize the PIPES Act this
year and does not let it lapse. It is also critical for Congress
to adequately fund important programs such as the
Technical Assistance to Communities grant program, the
811 One Call Program, state damage prevention grants, and

federal pipeline safety inspectors.

Again Madam Chairwoman, thank you for holding this
hearing, and I look forward to discussing these issues with

my colleagues and our witnesses.
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“IMPLEMENTATION OF THE PIPELINE INSPECTION, PROTECTION, ENFORCEMENT
AND SAFETY ACT OF 2006 AND REAUTHORIZATION OF THE PIPELINE

SAFETY PROGRAM"”

2167 Rayburn House Office Building
Thursday, May 20", 2010
10:00A.M.

Madam Chairwoman, I’d like to thank you for caliling this hearing
to look at issues related to the Reauthorization of the Pipeline Safety
Program. The timing could not be better; following on the heels of the
hearing we had yesterday examining the disaster in the Gulf Coast.
Many of these issues are similar, and lessons can be learned from this

disaster which can help prevent a similar incident in the pipeline area.

The committee has already, on several occasions, taken

affirmative action to ensure the adequacy of the pipes transporting
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these materials. And while often unnoticed by the general public, these
pipelines transport 64 percent of the energy commodities consumed in
the United States over a network of 2.5 million miles. And as the DOT
1G reported two years ago, further actions are needed as the current
situation is far from an “end state” for enhancing the security of the

Nation’s pipelines.

One important action was attempting to ensure the safety of this
network was to provide an adequate number of inspectors. In the
FY2010 budget, President Obama requested funding for 135 full-time
pipeline inspectors for PHMSA (Pipeline and Hazardous Materials Safety
Administration), in compliance with law passed by this committee.
Congress appropriated funding for all of the requested positions.
However, PHMSA only added 18 positions in FY 2010, bringing the total
number of inspectors actually on-duty today to about 94 — 41
inspectors short of the 135 required in the law. It is very troubling that
the administration has failed to utilize the funding we provided, and is
leaving vacant positions that are crucial to ensuring the adequate
maintenance of these pipelines that certainly have not been immune to

incidents over the past several years.

{'m also concerned about PHMSA’s pace of rule making. InJune

2008, PHMSA issued a Final Rule that regulated 803 miles of low-stress
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pipelines, but more than 1,300 miles remain unregulated. At our last
pipeline safety hearing in June 2008, former Administrator Car{ Johnson
said the second rule would be on the streets in Fall 2008. It’s been two
years since that hearing and we are still waiting for the second
rulemaking. | hope that the witnesses shed some light on this rule

making process and that we can get this rule out as quickly as possible.

If we learned anything in yesterday’s hearing related to the Gulf
Coast oil spill disaster, we learned about the importance of adequate
preparations for a disaster. it seems clear now that BP, the industry,
and Government were not prepared to respond to a worst case
scenario in the Gulf. Not having adequate technology or engineering
solutions ready to go is the fault of many in this case. | hope that in this
related area we can learn from this disaster and make sure we are

prepared for a worst case scenario disaster.

'd like to thank the Chairwoman again for calling this timely
hearing and thank the witnesses for appearing before us today and |

look forward to hearing their statements.

Thank you, Madam Chairman
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Andrew J. Black
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Association of Oil Pipe Lines (AOPL) and the American Petroleum Institute (API)

Before the House Committee on Transportation and Infrastructure
Subcommittee on Railroads, Pipelines, and Hazardous Materials

May 20, 2010

Introduction

Iam Andy Black, President and CEO of the Association of Oil Pipe Lines (AOPL). 1
appreciate this opportunity to appear before the subcommittee today on behalf of AOPL
and the American Petroleum Institute (API).

AOPL is an incorporated trade association representing 51 liquid pipeline transmission
companies. API represents over 400 companies involved in all aspects of the oil and
natura) gas industry, including exploration, production, transportation, refining and
marketing. Together, our organizations represent the operators of 85 percent of total U.S.
o1l pipeline mileage in the United States.

I will discuss the industry’s commitment to safety, our improved safety record, and our
view that pipeline safety reauthorization should be narrowly focused on existing
programs, specifically damage prevention.

Liquid pipelines overview

Pipelines are the safest, most reliable, economical and environmentally favorable way to
transport oil and petroleum products, other energy liquids, and chemicals, throughout the
Us.

Liquid pipelines bring crude oil to the nation’s refineries and important petroleum
products to our communities, including all grades of gasoline, diesel, jet fuel, home
heating oil, kerosene, and propane. Some of our members transport or may soon
transport renewable fuels via pipeline, as well. Our members transport carbon dioxide to
oil and natural gas fields, where it is used to enhance production. In addition to providing
fuels for the transportation sector (including cars, trucks, trains, ships and airplanes), we
provide hydrocarbon feedstocks for use by many other industries, including food,
pharmaceuticals, plastics, chemicals, and road construction. America depends on the
network more than 168,000 miles of hazardous liquid pipelines to safely and efficiently
move energy to fuel our nation’s economic engine.

Hazardous liquid pipelines transport more than 17 percent of freight moved in America,
yet pipelines account for only 2 percent of the country’s freight bill. Approximately 2.5
cents of the cost of a gallon of gasoline to an end-user can be attributed to pipeline
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{ransporiation', resuliing in a low and prediciable price for pipeline cusivmers {referred o
as “shippers™). Liquid pipeline transportation rates are regulated by the Federal Energy
Regulatory Commnussion (FERC). Kates are generally stabie and predictable, and do not
fluctuate with the changes in crude oil and gasoline or other fuel prices. Typically,
pipelines only take custody of the product tendered for transportation and, as such, are
unaffected by changes in the price of commodities being transported.

Pipelines are the preferred mode of transportation for crude and refined products. The
approximate share of domestic shipments, measured in barrels of product moved per

A .2
mile, is:

Pipelines — 68 percent
Water Carriers — 25 percent
Trucks — 4 percent

Rail - 3 percent

Pipelines are the safest method of transporting fuels, as demonstrated by the lowest
number and volume of releases of any transportation mode. As a result of enhancements
to pipeline safety laws, implementing regulations, and vigorous industry efforts, liquid
pipeline spills along rights-of-way have decreased over the past decade, in terms of both
the number of spills and the volume of product released per 1,000 barrel-miles’
transported.

In addition to its record of fewest releases, pipeline transportation enjoys the lowest input
energy requirement and carbon footprint as compared to other transportation modes
(barge, truck, rail, and marine). Replacing a medium-sized pipeline that transports
150,000 barrels of gasoline a day would require operating more than 750 trucks or a 225-
car train every day. Use of trucks or trains would increase mobile source greenhouse gas
emissions, wear and tear on our transportation infrastructure, road congestion, and the
number and volume of releases.

Pipeline operators insist on safety

Pipelines have every incentive to invest in safety. Indeed, in our members’ view, there
are no incentives to cut corners on pipeline safety. Most important is the potential for
injury or loss of life to members of the public and our employees and contractors. If a
pipeline experiences a failure or a release, there are numerous consequences for the
operator. We could also incur potentially costly repairs, cleanup, litigation, and fines.
Next, the pipeline may not be able to accommodate our customers. Finally, the pipeline
company’s reputation could be hurt.

1

Liquid Transportation Fuels from Coal and Biomass: Technological Status, Costs, and Environmental
Impacts”, National Academy of Sciences, 2009.

Association of Oil Pipe Lines, Shifts in Petroleum Transportation, 2009.
¥ One barrel mile equals one barrel (or 42 gallons) transported one mile.
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Operators of Yiquid pipelines invest millions of dollars annually to maintain their
pipelines and comply with federal pipeline safety laws and regulations. Liquid pipeline
assets are inspected regularly, using a combination of practices I will discuss shortly.
Pipeline operators continually seek to reduce the risk of accidental releases by taking
measures to minirnize the probability and severity of incidents. These measures include
proper pipeline route selection, design, construction, operation, and maintenance, as well
as comprehensive public awareness and excavation damage prevention programs.

The frequency of releases from liquid pipelines decreased from 2 incidents per thousand
miles in 1999-2001 to 0.7 incidents per thousand miles in 2006-2008, a decline of 63
percent. Similarly, the number of barrels released per 1,000 miles decreased from 629 in
1999-2001 to 330 in 2006-2008, a decline of 48 percent®. The industry is proud of this
record, but continues to strive for zero releases, zero injuries, zero fatalities and no
operational interruptions.

On many pipelines, operators also seek to minimize the consequences of a release
through the use of automated systems that detect releases or other abnormal operating
conditions and quickly shut off product flow to isolate the incident. Pipeline operators
are required to put response plans in place, conduct emergency response drills on worst-
case discharges, and conduct exercises in cooperation with local first responders to
ensure that emergency preparedness and planning is at a continued state of readiness.

In 1998, the U.8. oil pipeline industry launched an Environmental and Safety Initiative
(ESI) to make further improvements in spill and accident prevention. The ESI promotes
inter-company learning, improves pipeline operations and integrity, and provides
opportunities for information sharing. An important part of the ESI is the liquid pipeline
industry’s voluntary reporting system, the Pipeline Performance Tracking System
(PPTS), which tracks spills and allows operators to learn from industry data. Another
key element of the ESI is the Performance Excellence Team (PET), which seeks to
promote inter-company leaming to improve pipeline operations and integrity, and
provides methods and opportunities for information sharing.

Pipeline safety laws and regulations

In 1979, Congress enacted comprehensive safety legislation governing the transportation
of liquids by pipeline in the Hazardous Liquids Pipeline Safety Act of 1979 (HLPSA, 49
U.S.C. 2001). HLPSA added to previous laws and regulations and expanded the existing
statutory authority for safety regulation. Since then, several new laws have been passed to
govern the liquids pipeline industry, including: the Pipeline Safety Act (PSA) of 1994,
the Pipeline Safety Improvement Act of 2002 (PSA), and the Pipeline Inspection
Protection, Enforcement, and Safety Act of 2006 (PIPES).

Pipeline safety is closely regulated by the Department of Transportation (DOT) Pipeline
and Hazardous Materials Safety Administration (PHMSA) Office of Pipeline Safety

* These figures are from the Industry’s Pipeline Performance Tracking System, a voluntary reporting
system that tracks pipeline system spills.
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(OPS). PHMSA’s OPS is responsible for cstablishing and enforcing regulations to assure
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the safety of hqmd pxpelmes (Title 49 CFR Parts 190-199). OPS sets prescriptive
performance-based regulations and siandards (il are niended (0 address ihe dynamic
nature of pipeline operations.

Integrity management

Most pipeline operators are required under federal statute (Title 49 C.F.R., part 195.450
and 452) to develop an Integrity Management Plan (IMP), for pipelines that could affect
High Consequence Areas (HCAs). HCAs for liquid pipelines include any of the
following:

s Population centers, urbanized areas, or areas with large population density;
e Commercially navigable waters; and
¢ Environmentally sensitive areas such as water supplies and ecological reserves.

Pipeline operators are required in their IMPs to identify segments that could impact
HCAs, conduct periodic integrity assessments on those segments at intervals not to
exceed five years, and review assessment results to make mitigation and repair decisions.
When identifying segments which could affect HCAs, operators conduct risk assessments
and consider local topographical characteristics, operational and design characteristics of
a pipeline, and the properties of transported commodities in determining potential
impacts of an incident.

In their IMPs, all operators conduct a baseline assessment plan that identifies threats to
the pipeline and subsequently applies technologies to mitigate each threat. Assessments
include in-line inspection by “smart pigs”, which detect abnormalities in the pipe that
need to be addressed, such as corrosion, pipeline deformation, cracking and other
abnormal features. This technology includes sensitive internal detection devices, such as
magnetic flux leakage tools (MFL) and ultrasonic testing, to examine pipeline wall
thickness and detect other anomalies. Another assessment method used by pipeline
operators is pressure-testing.

Diagram of a smart pig

Operators must also document the completion of baseline assessment plans or revisions,
integrity management results, excavation and repair schedules, repair and mitigation
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efforts, and additional preventative and mitigation actions to protect HCAs. Liquid
pipeline baseline assessments were completed for existing pipelines by March 2008. As
previously noted, reassessments must be done at intervals of no more than five years per
the current regulations. A risk-based approach establishes the appropriate assessment
interval within the five-year period. Many operators use these same techniques beyond
pipeline segments which could affect HCAs.

Pipeline companies perform visual inspections along rights-of-way, including from the
air, for signs of damage, leakage, and encroachment. Pipeline controllers are also trained
to identify signs of leaks and respond quickly to shut off pipeline flow, contact first
responders (company and local government emergency response), and government
officials.

Operators conduct risk assessments for potential impacts to HCAs as part of an IMP. The
risk analysis uses data gathered from a variety of sources, including the following
Sources:

Internal and external corrosion assessments
Operations management reviews
Third-party damage surveys

Weather and natural forces

Visual and mechanical inspections
Historical data and USGS mapping
Cathodic protection surveys

Digital elevation models
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As a part of the IMP process, each pipeline operator must determine the capability of
various automation systems to detect leaks. The results of this analysis are incorporated
into the risk analysis for each pipeline segment. Pipeline automation and SCADA system
use various techniques to monitor for pipeline leaks. Software monitors pipeline pressure
instruments and volumetric metering equipment and uses algorithms to search the data
for a signal that may indicate a leak on the pipeline.

In some cases, an operator will install check valves, which automatically prevent
backflow into a pipeline during a shutdown, or remote control valves that can be
monitored with supervisory control and data acquisition (SCADA) systems from a
control room and closed if an accident occurs. These valves must be installed if an
operator determines they are needed to protect an HCA in the event of a release.” Special
attention is given to waterway crossings. It is common practice to locate block valves on
each side of a waterway.

There are two ways in which pipe is protected from external corrosion: through the use of
coatings and by impressed current that makes a pipe act as a cathode. A protective

% 49 CFR Part 195.452.
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coating is applied to steel pipe at the pipe mill to help prevent corrosion when placed into
service. During the pipeline construction process, construction crews apply protective
coatings to joints to safeguard the ourside surface of pipeline girth welds from cotrosion.
Companies also employ a cathodic protection system to control the corrosion of steel by
applying a small electric current on the pipeline. Since corrosion is an electro-chemical
process, this electrical charge inhibits corrosion even if the protective coating has been

damaged.

Costs of integrity management programs

Liquid pipelines have implemented comprehensive programs to ensure compliance with
PHMSA’s IMP regulations, and have incurred significant costs associated with these
activities. It was estimated by DOT before implementation that the liquid pipeline
industry would spend approximately $279.5 million from 2001-2007 to comply with the
IMP regulations.® However, industry experience demonstrates that the actual costs far
exceed DOT’s early projection.

Data from a subset of the industry illustrates the extent of these integrity-related costs.
Lines representing less than 15 percent of the total DOT-regulated pipeline mileage,
including systems that transport refined products, crude oil, and natural gas liquids,
estimate expenditures in excess of $1 billion on required pipeline integrity management
activities in the years from 2005 through 2009. In other words, in just the past five years
these pipelines alone exceeded by nearly four times DOT’s estimate for the total industry
for the period 2001-2007. These figures, moreover, do not include integrity costs
associated with DOT-regulated storage tanks, which would add substantially to the total.

It is important to note that as integrity management tools become more sophisticated,
they are more effective at identifying issues for pipeline operators to consider. As a
result, integrity management compliance costs have trended upward since
implementation of the IMP regulations, a trend that the industry expects to continue in
the coming years.

Damage prevention and One-Call

Excavation damage to pipelines is less frequent today, but can have extremely high
consequences. Incidents from excavation damage by third parties accounted for only 7
percent of release incidents from 1999 to 2008. However, 31 percent of all significant
incidents (those that result in spills of 50 barrels or more, fire, explosion, evacuation,
injury or death) come from excavation damage by third parties. Further, at